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May 28,1999 

Mr. Wil1ia.m Btillard, Jr. 
Executive Secretary 
S. D. Public Utilities Commission 
500 East Capiiol Ave 
Pierre SD 57501 

Re: Northwestern Public Service 
Application for Authority to Increase Gas Sates 

Dear Mr. Bullard 

Enclosed you will find for filing 12 sets 01' Volumes I and I I  mnsisting of No;th\tdesterra's rate 
application and accompanying testimony and exhibits together with a s e p m ~ t ~  mniidentiat 
envelope. 

included with Phis filing are revised natural gas rate schedules of MoahWesfem Public S C ? N I C ~ .  
These schedules are designed to produce an additional 52.1 08,112 in revenues a~! icabt@ to 
the NorthWestern South Dakota service area. 

Also included are all supporting schedules required by Commission Rules and :he p:sfrlc~d d i r ~ , ; " l  
testimony and exhibits of supporting witnesses. 

NorthWestem will notify customers of tho proposed increase by posting the cncfosed NO:IG@ of 
Change in Rates at all of its business offices. NorthWestern w i l l  also file a press release 
concurrently with the filing of the application for rate increase. NorthWestem wdi not~fy 
customers in person after conclusion of this proceeding by rrailing to them noticss a&l~:i.g 
then of the final Ccrnmission approved rates. 

According to its Rule 20:10:01:39-42, NorthWestem reqi~esis that !ha enclosed rni'crniii~on ' 1 : ~  
designated as confidential in Comnlission Piles. In accordance wi!h Ruts 20:10:3 ! :.t?.?. ttw 
following information regarding Phis request is provided: 

(1) Description of Information: Statement P - required by Rule 20:10:13:100. Cos! of gas 
adjustment clause. 

(2) Length of Time: Fifteen (1 5) years 

(3) Identification of Contract Person: R~~sse l l  C. Molstad. Jr. 
Corporate AGorney 
600 Market Street Mk' 
Huron, SD 57332 



Russell C. Molstad, Jr. 'Thomas P W ttcfiuadt 
Corporate Attorney f xecutive 'dice Presrdtml 
NorthWestem Public Service WorthWestem Enaryy C h ~ ~ r a t i i ~ t  
600 Market Street W 33 Third Street SE 
Huron, SD 57350 b.luron. SD 57350 

One complete set of the filing has been marked "File Stamp Copy". PIeasc stam; 2nd rc;tm 
this set. We have returned enclosed postage for your convenience. 

~wssbll C. Molstad. Jr. 
Corporate Attorney 

SS 

enclosures 



NorthWestem Public Service hereby gives notice to rts customers on Jurte :. : 9's. :>c 

- Company filed with the Cornmission an Application lor an increase in r2:e.r; to; gas c,e-i7~0 t r:c 

change in rates is proposed to become effective July 1, 1999. 

Under South Dakota law, the Cornrnss~on may suspend the rmplemer?tat;cr~ of the 

proposed rates pending its decision. 7% Company cannot ~nplernent a sa;spended rats for a 

period of six months after the date of filing of the Applicat~on. %uth Dakota law gwcs :he 

Company's customers the right to join with 24 other customers and file a wnticn cS:c-scbm w,.aiih 

the Commission asking that it suspend the rates and hold a public heanny to &remine wi;ethtx 

the increase should be allowed. 

A copy of the proposed schedule of gas rates in available in this ciff~ce foa- inspctan bv 

customers of NorthWestem Public Service. If you would like to review the propxed schedule of 

rates, please ask any of the Company's office personnel for assistance. 

NorthWestern Public Service 



STATE OF SOBJ'FH DAKOTA ) 
COUNTY OF M 1 

David A. Monaghan, being first duly sworn, deposes and says: 

( I )  We is the Controller and Treasurer of NorthWestem Corptmtion ("NorihWesuern"), a d  in 

such capacity serves as its Chief Accountins Oficer; 

( 2 )  As suck Chief Accounting Officer, he has responsibility f i r  dl accounting records of 

Northwestern, inchdin3 its ~tility division NorthWestern Public Sei-vicr. 

(3) He has reviewed ali cost statements, cvorkii~g papers, and other sr;pport/r:g data suiimrticti as 

books of NorthWestem and Northwestern Fub!ic Senke  
/ ,c/-- g...-.-.-.-.-- 

.- 
Subscribed and sworn to this $L6day of May. 199 

Notaq Public. South Daknta,  , 
(Notaxy Seal) >I? Cornrnissiorl Expires ---- $/ I [  *~:A,Q - / -- t 



FOG Market Street West 
Wuron. SD 57350 

Descripgon of Change: Generat Rate Increase 

eason BOB Change: Revenue Deficiency 

Proposed Effective ate sf Madifie ate: July 1. 1999 

All South Dakoia Communities sewed by 
NorthWestem Public Service 

Approximate Number sf Cusf~mers 

33,404 
4,907 

Large Commercial 166 
Ew&eurup"bbfle 445 

Present Rate: $33,657,074 

proximate h n w %  (ncreas~ in evenue: $2,108,112 

AII South Dakota Natural Gas Customers 

Submitted by: Thomas P. Hitchcock 
Executive Vice President 
I\lorthWes!em Energy Carporation 



NORTMWaTERN PBIIBLBC SERVICE Smtim? %r. 2 

Northwestern Public Service Company ("Compny") providcs gas cervlcz L i t  n:ra:l 
to the followin_g communities and h i r  irnmcdiatc environs in earicrn S2tirh 
Dakota. 

Aberdeen 
Alexandria 
Altamont 
Arlington 
Aurora 
Big Stone City 
Bristol 
Brookings 
Bryant 
Canistota 
Castlewood 
Clark 
Clear Lake 
Conde 
DeSmet 

Di moc k 
Doland 
Estelline 
Ethan 
Eerney 
Frankfort 
Good~~vi n 
Groton 
Hayti (Nb 
Muel 
Holmquist 
Howard 
Huron 
G a n z b u r ~  
h b o l  t 

Lake Norden 
Lake Preston 
hf adison 
Marinn 
Mellertc (N) 
XIcnno 
Milhank 
Mitchell 
Monroe 
MI. Vernon 
Oldham 
Olivet 
Parker 
Parkst on 
Wayrrrond 

A map showing communities served with gxs service 3t retail follows this shcca. 

1. Residential Gas Service 
2. General Gas Service 
3. Commercial and %nduserial Finn Salcs Service 
4. Commercial and IndustriaI Intemptibie Salcs Service 
4. Tramportation Service, including Customer Balancing and Standby Scniic 

Options 

A!l service is furnished under the provts:ons of the Company's C7encrsd Term m d  
Conditions set for& in Section No. 5 of fhcx tariff sch",&iulcs. 



TH DAKOTA GAS RATE SCHEDULE 

MBRTHWSTERN PUBLHC SERVICE 
HURON 

DAKOTA 
-.- Pro F o m  Sheet No. 2 
CanceDig Shwt NO. 3, 

PREUMMARY STATEMENT 
(continued) 

SERVICE MAP SHOWPIG TERRITORY SEWED WITH NATURAL GAS 



SOUTH DAKOTA GAS RATE SCI1EDL'EE 

CLASS S F  SERVICE: esidential Gas Service Rate No. 81 
TE DmIGNATHON: Firm Sales: 

5.  AppBicad 
This rate is available to domestic customers whose maximum iequire~nenrs h r  
natural gas are not more than 200 therms per c i q .  The namr plate input rztinss of 
all gas burning equipment shall be used to determine a customer's mmimum 
requirements, based on 10 hours use per day. 

2. Territory 
The area served with natural gas by the Company in South Dakota. 

3. 

Customer Chrge  per Meter: $ 6.00 (1) 
hT8n&as Cornmodily Charge: 

First 30 therms. per them $ 0.2474 (1) 
Over 30 t h e m .  per them S 0.1320 (I) 

Stdi~dby Capma e - Dec~nzber rltrou,qh March: $ 12.00 

Xdius~~mznt C l aws :  
a- Adjustmmr Clause shall spp!y. {Sheet Xos. 9,9a. ?b) 
b. Tax Adjustment C!ause shall appiy. (Sheet No. 10) 
c. E31Fej Xdjustrncnt Clause shall apply. (Sheet Nos. 12, 1%) 
d. Manufactured Gas Plant Removal Cost Adjustment Clause shdl 

apply. (Sheet No. 11 )  

4, er Pmvkions 
?a7e Standby Charge is applicable to customers using service pursumt to this 
schedule as a backup fuel source to an alternately fueled hearing system. 312s 
charge is no: app!icabte where natural gas service IS the primary heating fuel 
source. 

Service wil! be furnished under the Compmy's Generd Terrns and Conditions. 

h f i c b d  Q. W a w m  
lImd By Pr&cEmt B CEO 



SOUTH DAKOTA G.4S RATE SCHEDULE 

F;ORWWI%STERN PUBLIC SERVIICE ,Section No. 3 
MUROY Pro F o r m  §!wet No. 2 
!3OLTIZ DAKOTA Canceling Skeet No. 2 

Rate No. g2 

7 .  
This rate is available to non-residenfial customers whose maximum requirements 
for natural gas are not more than 200 thernls per day. If no historical peak day 
usage is available, the name plate input r~tings of all gas burning equipment shail 
be used to determine a customer's maximum requirements. 

2. 
The area served wirh narural gas by !hc Company in South Dakota. 

Rates 
Monthlv Charces: 

$ 7-00 

First 400 zherrns. per them S 0.1471 
&ex2 I .CHI t h m s .  per them $ 0.0941 
Over 2 . W  thems. per thrrrn S, 0.85'91 

- December tlzrortgll Marclz: S 37.00 

Minimum Monrhlv Bill: -- 

Adiustment C l a u s  
a. Adjusriiient Clause shall apply. (Sheet Nos. 9,9a, 9 3 )  

b. Tax Adjustment Clause shall apply. (Sheet No. 10) 
c. BTU Adjustment Clause shail apply. (Sheet Nos. 12. 1%) 
d. Mw,ufactured Gas Plmt Removal Cost Adjustment Clause shall 

apply. (Sheet No. 11) 

4. 
The Standby Charge is applicable to cuscorricn ilsing service pursmnt to ihis 
schedule as a backup fuel source to an alternately fuekd heating system. This 
charge is not rspplicabie ~i-here natural gas service is the primary heatkg fuel 
source. 

Service will be furnished under the Company's General Terms a d  Conditions. 

2 
J Date Fid: Jme 1,1999 Effective Date: JuQv 1,1999 



1. Applicabillity 
This rate is av:ilable for firm gas volumes. on a contract basis. to commerc!al and 
industrial customers \vhose maximum requirements for natural gas are greater 
than 200 therms per day. and who may also require volumes of interruptible _eas In 

excess of firm denland volumes for which they have contracted. If no h~sroncal 
peak day usage is available, the name plate input ratings of  all gas buinlng 
equipment shall be used to determine a customer's maximum requirement. 

2. Territory 
The area served with natural gas by the Company in South Dakota. 

Customer may choose the rate option, and level of &ily contract demand (never 
less than 50 therms). which best fits the customer's needs. 

Monthlv Charpes: Option A Option B 
Custczrner Charge per Meter: S 60.00 S280.00 (1) 
Non-Gas Commodity Charge, a11 I J S ~ .  per t h e m  $0.0462 $0.0225 C ! )  
Demand Charge per them of daily contract demand as shown on Sheet 9a. 

Gas Demand Payment  election^ 
A. Annually - in advance. lvith 5% discount 
B. Seaonally profiled 

Januayv' '9 Febr~wy 20% of annual charge per monih 
March & December 15% of annual charge per month 
April & Sovemkr  10% of annual charge per month 
May LL October 5% of annual charge per month 
June :hroufi Serptember 0% of annual charge per rnonrh 

C. Monhiy - I2 q u a i  hrllings 

In the absence of an zpprupriare election by customer Election "C" will be 
aurornalrcdlq assigxd. Un!ess orhenvise mutually agreed upon benveen the 
Company and cusromsr 311 elecrlons must be for a minimum period of twelve 
consecutive months. 

-- - 
Service oa asid &tier 

Date %;iled: June I ,  1 9 9  EIPective Date: Julv l .1959 



I. AppBiabiBity 
Gas sewice under this rate schedule is a l~i lable  on an inremptible basis to any 
customer for commercial and industrial purposes, whose minimurn requirements 
for mtural gas are greater than 200 theims per day, provided that the customer's 
premises are adjacent to the Company's mains and that the capability of the 
Company's system and the supply of gas available from its suppliers. is in excess 
sf the requirements of its existing customers. If no historical peak day usage is 
available. the name plate input ratings of ail gas burning equipment shall be used 
to determine a customer's maximum requirement. 

2. Territory 
The area served with natural gas by the Company in South Dakota. 

3. te5 
Cuslomer may choose the rate option which best fits the customer's needs. 

-Monthlv C h a r p s  Option A Option I3 
Customer Charge per Meter: .S 80.00 S380.00 (I) 
Non-Gas Comm~dity CImrge, all use, per them: S0.0463 5Xl.0335 (1) 

Minimum Monthlv Bill: - r he Customer Charge. 

Adjustment Clauses: 
a. Adjustment Clause shall apply. (Sheet Nos. 9, 921, 9b) 
b. Tax Ad;ustment Clause shall apply. (Sheet No. 10) 
c. BTW Adjustment Clause shall apply. (Sheet Nos. 12, 12a) 
d. Manufactured Gas Piant Removal Cost Adjustment Clause shall 

apply. (Sheet No. 11) 

4. Penalty Provision 
If customer fai!s to comply wiLh Company's request to curtail the use of gas, then 
all unauthorized gas so used shall be "Penalty Gas" and be paid by the Customer 
at a :;lie which is the greater of S3.W per thcrm or the maximum penalty charges 
permitted to be made by the Company's upstream service providers for takes of 
natural gas in addition to the regular Commodity Charge for such gas. All costs 
collected will be credited to expense in PGA true-up filings. 

Service on and after 
Dzte Filed: June 1,1999 --- Effective Date: July I ,  1909 - 



SOUTirI DAKOTA GAS RATE SCHEDULE 
. 

NORTEEM'B.ISTERN PUBLIC SER'Y'HCE Section Xo. 3 
HURON Pro Forma - Sheet No. 6.1 
SOUTH DAKOTA Canceling Slaeet Wo. 6.1 

CLASS OF CE: Gas Transportation Tariffs 
R4TE DES ION: Transporbtioen Service 

ate Xo. - 87 

1. Applicability and Character of Service 
This Transportation Service Tariff shall apply to gas purchased by Customer from 
a third-pay supplier, or through ar, agency relationship with the Company, 
delivered to Company's system by an interstate pipeline, and received. 
transported, and delivered. on a firm basis, by Company to Cusiorner's premises. 
when the Company and Customer have executed a Service Request Form. 

Availability 
This service is available to any Customer with faciliiies served by the Company in 
Sozth Dakota who has Company installed telemetric equipment in place to 
monitor daily usage. Compay shali have no obligation to provide gas suppiies 10 

customers hat  contiact fcr this senice 1,\4thoui also ccnrracting for Firm Supply 
Standby Service or sther optional fim supply services that may be offered. Iri :he 
event that a Customcr seek  ~ r o  prchase gas sul?plies from Company, such sales 
shaii be a> the sole dascretion of Company. 

3. 
Customer m y  choose the m e  option which best fits :he customer's needs. 

Fuel Retention. a Customer or Group Customer, if applicable, shall have 
the optior! to choose either an indexed based or inkind rnethvd tr! apply 
mention. as provided in the Gas Transportatiorl General Terns and 
Conditions in Section Wo. 5 of this txiff .  

One-Timc Gh.xges: 
Application Charge: 
Telemetering: 

Minimum Monthiy EI& ----- 
The Customer Charge. 

$50.0 with each request for service. 
Standard cost of telemetry, installation and hud\vare. 
including appropriate tax gross-up. shall be S2.20 
per unit insta!lcd. 

Service on and after 
Date Filed: June !, PWJ Effective Date: Juiv 11, I999 



.~ 
Narne of Respondent  T h ~ s  Repor t  Is Date o f  Repor t  year of ~eOok-i 

(1) a An Ong~nal (Mo, Da. Yr) i %sfthestem Pubk Serr~ce Company - ,",-,D 

i 12) rl A R e s u S m ~ s s ~ o n  ' i  I 

!--- 
\ * U 1 I 

C O M P A R A T P J E  BALANCE SHEET ( A S S E T S  AND OTHER D E B I T S )  

Ref Balance 
L i e  1; Title of Account Page No Begmnmg ( 

(a) (b) (c) 

1 UTILITY PLANT !,pp5.s:~~qi~a i. .-Y.** * 
! 2 I Ut~lrty Plant (101-105. 111) 200-201 1 423 

I 
-- 

Balance at 

I - 
3 I ConstuUton Work in P:o~rzss (107) 200-201 12.529.1 5 1 15.70A.915 

-7 

4 TOTAL Ut~lrty Plant (Enter Tolal of !ines 2 and 3) 441,473.708 451,298,689 

5 (Las) kccum. Prov. for Depr. Amort. Depl. (108. 11 1. 115) 200-201 171,808.953 181.107.1 19 

6 Nec Ublity Plant (Enter Tohl of line 4 less 5) 269.670.755 270.19 1.561 

7 j biudear Fuel (120.1-720.4. 720.6) 202-203 0 0 

8 / (Less) p m m .  Prcv. for Amort of Nucl. Fuel Assemblies (120.5) 202-203 0 0 

Net Ublrty Pknt (En!er Total of lines 6 and 9) 269.670.755 
1 

270,191,561 

122 

- . , . :: . ;~?~~~<~, f .~ .~&~;~~<: , ;~ . :~~  
. " . . _ s  .. ~ -- 

NonutMy ~ ' : o p e ~  (121) 221 0 -- 0 

!:ZSS) A-m. Prov. for Depr. and Amort. (1 22) 0 ij 

0 0 

I 

21 S w a l  Funds (125-1 28) 0 

; 22 TOTAL O W r  P:operty and Investments [Total of lmes 14 :hru 17 19.21) 8 

23 CURRENT AND ACCRUED ASSETS \ ~ ~ ~ ~ ~ . 2 ~ . L ~ s - 2 ~ ~ ~ v G 2  -, *-L 

24 /Cash(131) 

25 1 Special Deposrts (1 32-1 34) 01 

26 Workrng Fund (1 35) 

Temporary Cash Investments (136) 0 3.063.122 

Notes Recewable (1 41 ) 0 0 

29 ' Customer Accounts Rece~vable (142) 10.640.772 1 1.670.642 
P - -- - 

30 3 3A.157 , I .  
31 (Less) Acatm. Prov. :or Uncollect~ble P.cct.-Credit (144) 5OO.CICO 400.0'30 

Notes ReceNaSle from Associated Cornpan~es (145) k Accounts ,ivable ,om k s o c  Compan~es (146) 276.772.044 

M Fuel Stuck (1 51) 227 1,830.1 ST 1.979.19' - 
35 Fuel Stod. Expenses Und~stributed (152) 227 0 -- 
35 ' Residuals (Elec) and Extracted Prcduds 227 0 

!-B Plant Matenals and Operating Supplies (1 54) 227 3.978.027 3.562.05'i 

58 Merchandise (155) 227 222.395 -- 
39 / Other Malenals and Supplies (156) 2'27 1 

3 - 
4l Nudear Mzterials tieid for Sa!e (1 57) 202-2031227 01 0 

m41 Allowances (758.1 and 158.2) 
228-229 Dl 0 

r- 42 1 (Less) Noncurrent Porlion of Allowances 01 0 - 
k4mlores Expense Und~stnbuted (1 63) 227 1 755 1111 1 313.196 

1 4 7 4  Gas Stored Underground - Current ( 1 G . l )  l . i53, i89'  2.056.392 

45 \ ~&!efi?d Natural Gas Stored and l-feld for Processing (164.2-1643) 0 0 

j i-payment, (155) I 5.8d9.135 5.777.487 
0 

I Ci 0 
0 3 

3.985.959 '--I 3.W8.805 1 
3,40.&,5731 5.53b.75 1 

- 
52 ' TOTAL Current and Accrued Aswts (Enter Total of lines 24 th~U 51) "7 73.354.3 181 Fi.539.312 

I i - 7 -  



S t n t c m - a n t  A --.- 
Jame cf Fi~spr~ndent ~ 6 s  Report Is: D a t e  of Report 1 year o i  Report 

~cfies:ern Pubk Sew~ce Corrtpany (1) An Original (Mo. Da. Yr) 

(2) 0 .A Resubmss~on I I 1 D e c  31. l998 

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS1~ont1nue.j) 

Title of Account 

(a) 

DEFERRED DEBITS 

:namor?ned Debt Expenses (1 81 ) 

3traommarf Property Losses (1 82 1) 

JnmvereJ  Plant and Regulatory Sludy Costs (1 92 2) 

%her Regulmocy Assets (1 82 3) 

Survey and Investtgatm Charges (Elednc) (183) 

%un Sur and Invest. Charges (Gas) (193 1. 183 2) 

; k a q  Pmunts  ( 1  83) - 
rernposorarf Faahties (1 85) 

J l ~ " h e o w  Deferred &brts (186) 

Ief. Lnsss from Dsposlbon of UtWy Ptt (187) 

bseafc3 Devel. w d  Demcnstral~on Expend. (188) -- - 
Jnarnortued ?ass on Re-aqu~red Debt (1 29) -- -- 
icurmulst~: Deferred Income Taxes (1 90) - 
Jnrecov~e4 Purd~ssed Gas Costs (1 91 ) 

VTAL M e n d  Debits (Enter Total of lines 54 aru 67) - 
'OTAL Assets and Other Debrts (Enter Total of lines 10.1 1.12.22 52.60) 

Balance a1 Galance a! 
Psgz No & g m n q  of Yea: End of Year 1 (g (b) I (a 



- - - 
Name of ~ e s ~ o K e n t  / Th~s Report Is. 1 Date o f  Repor: I Year o f  Kcpon 

Northwestern Public Sewce Company I (1) AnOrtglnal 
(Mo. Da Yr) 

/ (2) 0 A R e s u b m ~ s s l o n  I I D e c 3 1 ,  -- l g g 8  

COMPARAT!VE BALANCE SilEET (L IAB IL IT IES  AND OTHER C R E D I T S )  - 
I . Balsnce at Balance -11 

L~ne  T~tle of Account .. 
No (a) --. (b)  (C) --- - 

1 PROPRIETARY CAPITAL ~ ~ ~ ~ > ~ @ & ~ ~ ~ ~ $ ~ ~ ~ - T t ~ ~ 3 ~ y ~ ~ * ~  --.---- 
2 Common Stodc ~ ~ s u e d  (201) 250-251 31,224,417 40.279 J 7 d  

3 P r e f e d  Srock Issued (204) 250-25 1 3 755 000 3 /SO 00C 

4 C a p h l  Stock Subsu~becl (202. 205) 252 0 t 

V ' ~ t o c k  b a b ~ l ~ t y  for Conven~on 1203. 206) 252 0 ( 

denurn on Czp~tal S toc l  (297) 252 I 56 590 924 154 529 65; 

7 ather Pad-In Cap~tal (208-21 1 ) 253 0 

S Insfailmnts R e c e w d  on Caoltal Stock (212) 252 1 O! i 

I 

14 1 TOTAL Proprietary CapRal (Enter Total of llnes 2 t h u  13) -- -- - ~ ' 6 4 . 4 8 0 . " 8 ; 1 E t - ~ . ~  i ; . . . - - ~ ~ - W i ; ~ " ~ . v + - . . v  Pt-:lrri"z 'F i -I -- a DEBT ,"&y+&@&r7 ;x&-$:?3 

-&-.\ >-! *- .. 5; ?> 
--.- . 

256-257 ZAG 000 3Cl - 
(Less) Heaqu~red Bonds (223 256-257 ( 

Mvacces from Assouated Comoanles 12231 256-257 I 



.&'&&&I" ~ 5 ~ 2  : >--:'&* 

S t n t e ~ l e n t  A -p! 
Ihiame of Respondent  Th~s Report is. 1 Date of Report i year .! iieport 1 f$j 
! Northwestern Publlc Service Company (1) An Ong~nal 

,-, - ,, ,-,--..,--,--,-* 

I 
48 A~ccmrmlated D e k r ~ d  Investment Tax CredRs (255) 
49 I !%%red Gams horn Dtsposaon of Ut~lily Plant (2%) - 
50 I Other Deferred CredtB (253) -- - - 269 20.821.958 14.990.692 

~~r Regula:~, Liabtltts (25.2, 278 0 0 

52 Vnmorteed Go~n on Reaqutred Debt (257) 0 -1 0 

53 Arxarnulated D e f ~ d  Income Taxes (281-2e3) 272-277 27.690.105 28.098.572 

54 1 TGTX Deferred Credits (Enter Total of lines 47 thru 53) 57.21 3.212 51.428.733 

I 
0 

.-, 0 

0 

Cf 

0 

0 

60 1 T0TP.L Lab and Other Credits (Enter Total of Imes 14,22.30.45.54) I 446.6W.704 
- 



may need t3 be made to the utility's customers or which may result in a material reiund to the utility with respect to power or gas 
purchases. State for each year affected the gross revenues or costs to which the contingency relates and the tax effects together with 
an explanation of the major factors which affect the rights of the utility to retain such revenues or recover amounts paid w~ th  respect to 

Sta'ement B 

power and gas purchases. 
6. Give concise explarlations concerning significant amounts of any refunds made or received during the year. 

3 Operat~ng Expenses &$r&~$&t3~.12~-~6~3$ir2&~@45~ ~.~,3.~~,.7.~ *F-;JLT -. J- #&a" *St 
+. --1-!3 -.-a V F . ~ ~ I I  

4 Operation Expenses (401) 320-323 62,166.01 1 90.855.45 

5 Ma~ntenance Expenses (402) 320-323 6,298,852 5.881 13' 

6 Depreaahon Expense (403) 336337 13 861.917 13.490.61 

7 Amort d Depl. of Ut~llty Plant (406405) 336-337 777.678 294.46 

8 Amort of Utility Plant kcq Ad) (406) 336337 

9 AmoR Property Losses, Unrecov Plant and Regulatory Study Costs (407) 

10 Amort. of Conversion Expenses (407) 

11 Regulatory Deb~ts (407 3) 
- 

12 (Less) Regulatory Cred~ts (407 4) 

13 Taxes Other Than income Taxes (408 1 )  262-263 6.245.725 6 870.25 

14 Income Taxes - Federal (409 1 ) 262-263 2.433.575 11 '75.54 
15 - Other (409.1) 262-263 132.897 136.231 

16 Prow~s~on for Deferred Income Taxes (410 1) 234,272-277 3.1 35.299 -5.501.04 

17 (Less) Prov~sion for Deferred Income Taxes-Cr (41 1 1) 234. 272-277 1.065.700 299,99 

18 Invemnent Tax Cred~t Ad] - Not (41 1 4) 266 -561.600 -559.17 

19 (Less) Gains from Disp. of Utlllty Plant (41 1 6) 

23 Losses from Disp. of Utility Plant (41 1 7) 

2 1 (Less! Gains from Disposit~on of Allowances (4! 1 8) 

22 Losses fiorn Disposit~on of Allowances (41 1 9) 

23 TOTAL Ut~lrty Operating Expenses (Enter Total of hnes 4 thru 22) 1 13.474.654 122,403 681 
-- 

1 24 Net Ut~l Oper Inc (Enter Tot line 2 less 23) Carry fwd to PI 17 line 25 7- I 24.778 51 11 28- 

Yoar ot Krport 
Dec 31 1998 

U M t  I -oRl l I t  YtAK 

1. Report amounts for accounts 412 and 413. Revenue and Expenses frcm Ut~lity Plant Leased to Others, in another Utility colurnn (I. 
k. rn. o) in a similar manner to a utrlity department Spread the amount(s) over Llnes 02 thru 24 as appropriate Include these amounts 

in co!urnrrs (c) and (d) totals. . 
2. Repcrt amounts in account 414, Other Utility Operatinghome, in the same manner as accounts 412 and 413 above 
3. Report data for lines 7.9, and 10 for Natural Gas companies usmg accounts 404.1. 404.2. 404 3, 407 1 and 407 2 
4. Use pages 122-123 fo i  important notes regarding the statement of income or any account thereof 
5. Give concise explanations concerning unsettled rate proceedmgs where a contingency ex~sts such that refunds of a material amount 

Uate ot Keport 
(Mo. Da. Yr) 

I l 

, ame o espf~ndent 

Northwestpm Putl~c S e ~ ~ c e  Company r Thls Report Is 



S t n t e m c n t  13 
Name of Respondent rhts Report Is Date of Report Year ot Report 

(1) m A n  Ortgml (Mo. Da. Yr) 
Northwestern P u ~ l ~ c  Sewlee Company Dec.31. 1998 

(2) n A  Resubrntss~on I 1 
I I 

t tUH I H t  Y t m  
I 

( onttnued) 

result~ng from settlement of any rate proceedmg aifectmg revenues recelved or costs Incurred for power or gas purchases, and a 
summary of the adjustments made to balance sheet. Income, and expense accounts 
7. If any notes appearing ~n the report to stockholders are applicable to this Statement of Income, such notes may be ~ncluded on 
pages 122-123. 
B. Enter on pages 122-123 a conclse expfanat~on of only those changes ~n accountrng methods made dur~ng the year which had an 
effect on net income, including the bass of allocat~ons andapportlonments from those used In the p re~ed~ng  year Also glve the 
approximate dolkr effect of such changes 
9. Explarn rn a footnote if the previous year's figures are different fromhat reported ~n prior reports 
10. If the columns are msuffic~ent for reportmg addit~onal uthty departments, supply the appropr~ate account t~tles, h e s  2 to 23, and 
report the ~nformatlon in the blank space on pages.122-123 or ~n a foo!note . 

ELECTRIC UTILITY GAS UTILITY OTHER UTILITY 
I I 

Curren! Year I Prev~ous Year Current 'rear Prevtous Year Current Year Prev~ous Year 
I &I) (h) (i) I IVY' i 

r-3C FOFW NO. 9 (ED. 12-96) 



statement B 

rn Pub!rc Serv~ce Company 

. . I 

%! interest and Dwtdend Income (419) 1,090.964( 721,200 
-. 

341 PJlm~nce for Other Funds Used Dunnq Const;ud~on (419.1) 23.5641 -27,650 

I 
- . . .  

421 Mwxibneous Amortnat~on (425) 340 

43) Pllrxeliamous Income Deduct~ons (426 1-425 5) 340 430 431 558.508 

441 TOrRL Other Income Deductions (Tatai of hnes 41 thru 43) 430,431 558.438 

2 5  Taxes Apphc. to Other lncome and Dedualons 

46 Tams Ot3er Than Income Taxes (40G 2) 

. . 
I - 

49 prov~s~on foilxferred Inc. Taxes (410 2) 234, 272-277 1 -1,641,214 

50 (Less) Prov~s~on for Deferred income Taxes-Cr (41 1 2) 234, 272-277 ( 
51 Investment Tax Credit Ad] -Nrt (41 1 5) -- 
52 (Less) Investment Tax Cred~ts (42C) 

53 TOTAL Taxes on Other Income and Deduct (Totai of 46 thru 52) 3.694.557 2,722,076 - 
54 Net other Income and Decfucl~ons (Enter Total lmes 39 4. 53) 8.i35.079 10.326.744 -- 
55 interest Charges :g:+y:~;~~~:g~~~;~~~~~-c-&~y:--~q+L~,~-*~~~ .T:%-~ .. .dGA.zw --.- %2&:Aed67 %y:r- - 
56 Interest on Long-Tern1 D e D t  (427) 15 316.5071 14.697,233 

I 

571 
h o R  of Debt DISC and Expense (428) I 239 5 i  3 247.184 

581 Amorttzatlon of Loss on Reaqurred Debt (428 1 ) 1 1 I I - I 1 

58 (Lecs) Arnort. of Prern~um on Debt-Credlt (429) 
4 

60 (Less) Amort~at~on of Galn on Reaqulred Debt-Credit (429 1) 

1 61 Intarest on Debt to Assoc Comoan~es (430) 340 - 
-62 Oiier !aterest Expense (431) 340 -9,872.WZ -97,517 

1 63 (Less) Allwance for Borrowed Funds Used Durmg Construction-Cr. (432) 47,&1 -6 1.544 
I I 
I 

-1- h i  Net interest Charoes (Enter Total of hnes 56 thru 63) I I 5.635.2771 14 908 344 



1T43rrz $Kespondent Date ot Report Year of Hepor'r 
(Mo. Da. Yr) 

Nonhwestern Publ~c Servce Company Dec31.  
lqgE 

I I 

AH-% YtAK 
4 

1. Report all changes in appropriated retained earnings, unappropriated retained earnings, and unapproprrated undistributed 1 
subsid~ary earnings for the year 1 

12 Each credit and debit during the year should be dentined as to the retained earnings account in which recorded (Hccounli 433. 436 , 
- 439 inclusive). Show the contra primary account affected In column (b) 
3. State the purpose and amount of each reservation or appropriation of retained earnings. 
4. List first account 439. Adjustments to Retained Earnin~s, reflecting adjustments to the opening balance of retained earnings Follow 
by credit, then deb~t items in that order. -- . . 
5. Show dividends for each class and senes of capital stock. 
6. Show separately the State and Federal income tax effect of i temshown in account 439, Adjustments to Retamed Earnmgs 
7. EKp!ain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is to be 
recurrent, state the number and annual amounts to be reserved or appropriated as well-as the totals eventually to be accumulated 
8. If any notes appearing in the report to stockholders are applicable to thls statemefit. include them on pages 122- 123 

51 
TOTAL Credns to Rcta~ned Earnmgs ( A m .  439) 

' 

131 
14 

151 TOTAL h b l t s  to Retamed Earn~ngs (Acct. 439) 

161 Balance Transferred from Income (Account 433 iess Account 41 8 1 

17 AQpopnaWns of Retamed Earnmgs (Acct 436) 

18 1 

I "1 
'1 1 I I 
221 TOTAL Appropnahons of Retamed Earnmgs (Acct. 435) 

I 

I I 

291 TOTAL Drvdends Declared-Preferred Stock (Acct 437) -191.750 

361 TOTAL Dwtdends DedaredCornmon S t o ~ k  (Acct 438) , -18 901.818 

16.1. Unappropriated Und~stnbuted Substd Earngs 

42.825 029 



S t a t e m e n t  C 
&me of Respondent Th~s Fieport Is Date of Report Year of Reoort 

( 1 )  pl]An Or~g~nal (Mo, Da. Yr) 
dorinweswrn Pu'J~K: Serwce Company Dec31. lgg8 

(2) n A  Resubm~sslon I I 

S T A T E N ~ E N A E R E T A ~ N R J E A P N ~ G S  ' 
. Report all changes rn appropnated retamed eamlngs. unappropr~ated retamed earnlngs, and unappropnated undlstr~buted 
ubsid~ary earnlngs for the year 
. Each a d t t  and deb~t dunng the year should be ~dentrfied as to the retamed earnings account ~n wh~ch recorded (Accounts 433, 435 
439 rnduswe). Show the contra pnmary account affected In column (b) 
,. State the purpose and amount of each reservation or appropriation of retamed earnings. 
.. List first accclunt 439. Adjustments to Retained Earnings, reflecting adjustmlznts to the opening balance of retained earnings. Follow 
ly credri. then deb~t rtems rn that order 
!. S i  dwdcnds for each dass and senes of cap~tal stock 
. Show separately the State and Federal Income tax effect of Items showil ~n account 439, Adjustments to Retamed Earn~nys 

Explam in a footnote the bass for determ~nlng the amoknt reserved or appropnated If such reservat~on or approprlatton IS to be 
?current. slate the number and annual amounts to be rese2ed ar approprrated as well as the totals eventually to be accumulated 
. If any notes appeanng tn the report to stockholders are apphcable to th~s statement, ~nclude them on pages 122-123 

. . 

UNAPPROPRlATED RETAINED EARNINGS (Account 216) -- 
391 

44 

45 TOTAL Appropr~ated Retamed Earn~ngs (Account 21 5) 

46 TOTAL Appropr~ated Retamed Earnmgs-Amortrzat~on Reserve. Federal 
47 TOTAL Approprlatod Retamed Earnlngs (Accounts 21 5, 215 1) 
48 TOTAL Retamed Earnlrtgs (Account 215, 215 1. 216) 42,825.02: 

1 

49 Balance-Beynn~ng of Year (Deb~t or Cred~t) 27,365.09: - 
58 Equ~ty ~n Earnmgs for \?ear (Crcd~t) (Account 418.1) 10.909.eS; 

51 (Less) Dfv~dends Recewed (Debit) 

52 
I I 

531 Balance-End of Year 1 I 

Page 110 
. 
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~"lmelksd- 
cor~lpilnits throu$our the C.S. , FS~P &dm Ccat - Gi?h 

Basis of C~sasollidation: 1 Dwr~t~Iwr 3 I .  I ~ I O : ; :  
I I'~~~l'vrn~~l .L;IIM.L.- 5.t I . - t i -  5;i'I,,-~f111 5 I . ' U r  

The uc.cur~~pi~r~!i~~; ~:o~ljolithtecI Iiu1i1111ria1 -rnrr111r111:. \li~rkv~;~I~lv 5-a.11ri11r- .N>.tIi.i 2:..1:11 ~ . I ; I I ' ~  

u~c!utk the ilccrxulr~ of the C~~qmrario~l ; I I I I ~  all wI1oIIy ; I I I I ~  
I I Drtw1111t.r : \ I .  1 ~ 1 0 -  

j I ~ ~ L . ~ ~ . ~ I  . t lwl \ .  i t  312 .1~ ) -  S:.O.;? 



i1 tc~11  n.itll rv>trqultt*r w~fr\\.i~rv wr I I I S ~ I - I I I I I  for I I W  in o w  
I , I I ~ I I I . ~ . ~ .  ( : i ~ l ~ i ~ ; ~ l i z ~ i ~ i c i ~ ~  I ~ ~ I I *  w111'tt 1111- I 'O-I-  1 1 s  :11t' 
l ~ r r l i ~ ~ t i ~ ~ ~ ~ r y  - I I I ~ I .  I I S  I I I V  11rojv1.1 i:, I ~ I I I I I I I I I ~ I I V I ,  ' ~ I I I W  IVI*I .  itrv 
i111111rtizr11 I I I I  il ~ t r i ~ i $ ~ t - I i ~ ~ r  I I ~ I - i z  tn r r  1111 (-1i111:11rcl I I V ~ I I I  
I i f 1 8  I I I I I Y  111r ~ I I . I ~ I I I I ~ I  ..of~tvt!rv i. S I - I I I ~ !  for i t ,  ~ I I ~ I - I I I I I - I I  I I W ,  

GoodwiGI and Other Entan 

accounts. and the rrsliltinp p i n  or lo.;< i -  ~.rrrlirrd or 
charyrd to r~perations. S o  profit or lo>. i -  rerctpizt~l  i r ~  
conneciion with ordirmn retirelnenr5 of dr j~rrciul~h-  ele~rtric 
and natural gas property. Xlain~erli~i~ur i111d rq~irirz iirr 

that exrcnd estimated useful lives are capitnlizrcl. Pro~wrry. 
plant and equipment at  Decenlber 31 rorl.sistc:d of the . . 
folloninp (in rhor~suntls): - 

1998 1997 

h ~ d  md irn~~ro~.erncnrs 5 lo.871 S 13.308 
build in^ and in~provr~nrnr> bl~.qil 6'<.0.;8 
Storagc. dkmburiou. 

mnfirnission ur~d grnrr;l~iun 61 1.052 .ib:..l!i 
Orllrr rcpip~ncnr 128.00'2 :3.111'2 

825.Hh0 X0.899 
k 3  ncc~~nwl i r~ rd  d ~ ~ r c c i u ~ i ~ ~ n  f 1~16.388) ( 1 :5.":0) 

S O 8  S3t5.0":! - 
The Corporation includes in propem. plant and 

equiprnenr exrernal and i i~cren~enml inrrrnal costs associ- 

I)rt\vren 1w.k u ~ ~ t l  r:n 11n-tl1o11.- of drprc*ciirti~l~ 1)rol~rrty. the 
d i f fe re~~rr  in r l ~ r  rrcognitiw of rrvrnur3 for hcwk a d  r ~ s  
I ) I I ~ I J I ) > ~ S .  IIMI ni~rurul ;a- wsts. \vllirh ctrca defcrrtd for 1)ook 
P I J I - J ) ~ ~ . ~  1 ~ 1 1  C S ~ I ~ I I W I  currently for tux Imrpoies. 

Fur I N I I I ~  ~ I I I ~ I I W Y .  ~ I I ~ V > ~ I I I I W I  tux crtvlit- \vvitS dc.I'twr~l 
url t l  rlre I~e i~rp  an~orrizrcl 115 11 rrclur~tiw~ of i11w111r tns 
~ s p w s e  over tile u d u l  livm of tllr pntlwrt? nhich ~cwcmttttl 
tile credits 

Regulatory Assets an 





111t. I I I O ~ ~ I ~ ~  uidrmurt*. 111 \luc11 l [ ) T .   ti^ Cc~rpor::rit~tr 
wrirtd rarly r l ~ e  5-3 rlullio~l uut-rarrthg of ~ l l r  8.W!b -wit- 

p r r r a l  1lron;agc. bnrrd. h~ Jul? lo[)'. drr Corprariuii n~timi 

e:~rl! rlir 51.3 11ri1liorr oirr-ra~~diug of tlw 8.S"-t0&, ;?nerd 
1r:onp" bollcis. .& pan of :I TUI~UICUE rranscrior~ UI 

So\errd~er  lW8. dl? C o q ~ l r - . ~ n o ~ ~  i--urd $10.5 n d i o r ~  of 
b.%%. 30-!ear aurlior rm-t~Llml c!cl)r. Iirt. pnn.et.d- new u.t.d 
to repay 4wn-tentr u r c f r l ~ r r t i ~ ~ ~ ~ .  arrd f i~r  ycrd  cc-r,qwriitt 
i ~ p . w - . .  Thr  follo\\ulg tiil)lr- -ru!u~:wizr dw C : O ~ H I I ~ ~ I ~ ~ I . -  
!o~r~-trrirr d A p t i o n ~  at Drt+errd)rr .;I :ur I ~ I W ~ ~ I I I ~ ~ . ' ~ :  

Seniur L'ILX-CII~J b 1 1 1  - D.O>"; 2WC SIO.i.000 S - 
Grllrmi wimpucr LIJII& - 

Ll.OQa/o 2002 '1O.WXl 25.000 
:.lo% '100; 0u.Ow O~l.I?W 
:am - ' ' 3  . -. O t l  3.j.OOO 

Pullurio~i cuntrul obl&i~otvrr- - 
53.5%. Vcn-rr Cu.. \D 20":i - - -  . ... 1 .to - - -  

. .J.,O 
3 00?L S& 1.4 20-23 I . V W  i . l)UO 
3.00h1 Crnrlr Cu.. D 20'3 Q.300 o.800 

The Gxporarion may issue short-term debt in the forn~ of 
bank loans m d  commercial paper a2 inrrrim fmancing for 
general corporate purposes. The  bank loam ma!- be 
obtained under shon-term lines of credit. AI Drc-ember 31. 
1998. tho Corporanun-s a g p e a i e  lines of crrdir available 
were 573 million. The Corporzdon pays an annual fee 
gonerdiy rquivalenr ro . l %  ro 25% of rhe u n u d  Lies. 
There were no h e  of d r  borrowings or commercial paper 
o u u r u a d i q  a t  December 31. 1998 and 1897. 



collateralized by substnr~tiallv dl of the assets of dlc 
Pamership and rank pori pnssu n i d ~  tlie Bmk Cwdit Facility. 
The Mortage Notes bear interst at a f ~ w d  rate of -.3% 
payoble semi-annually and Innturr in the year 20 10 with c.i;chr I 

I 
equal annual insinlln~er~ts begixmin~ in the year 1003. The I 

I 
Partnership may. at its option 'and under certnir~ circ.~unstnnc.e I 
following the disposition of assets, be wqidrecl to offer ro 1 

i 
prepay the Mortppe Notes in whole or in pon-The hIortpu~r~ I 
Notes agreement contains restrictive covenuts applicable to 1 the Parmership inchcling a) restrictions on the u ~ c u r ~ n c e  of 1 
additional indebtedness. b) restrictions or1 the rurio of c.or~?oli- 

1 

dated cash flow to cor~soLiclatetl interest expense OF the i 
I 

Partnership. as defmetl. and c) restrictions on c e ~ a ~ b l i e ~ l s .  I -. 
loans and invesmlents. pitymenis. merges. consoliclations. ' -< 
sdes of ase ts  and other tm~~.;nctions. Crnerall!. os Ions us no 

default e:risrs or wod(1 r e d .  thc P,unlcdiip is pcnt~itrcd to 
make cash ciistriburions not more frriprc~itly than ~ p ~ n r r l y  UI 

ax1 cunoimt not to exceed nvail~~hle cnbh. ns tlrfimtl. i i ~ r  tht. 
imnirdiately precedinp calenclnr cpurrr. 

-4s p a n  of ii F U I ~ I I C ~ I ~ ~  ~ S ; I I I J ~ C ~ ~ O I I  in Dece~ld)er I W i  t l ~ t '  
Partnership issued 533 n~illion O F  Se~liur Sewrctl 411tc.~ 
(Senior Notes). These Senior Sotrs are collnteralized by 
substantially all of h e  assers of tllr P,~rrr~ership ilrlrl ranks 
pari pi~ss11 with exist i~~g notes nntl borro\virlss uz~tlrr h e  B~I IA 
Credic Faciliry. The Senior Sores hear inrerr~t  at u lisctl rnrr , 
of 7.33% pclyable sen~i-aru~u,llly and rnarurr in the year 20 10 
with eight amunl i n z t a l l ~ ~ ~ e ~ ~ r ~  be;irlr~ing il l  the year 2003. 
The Senior h e 3  ap re~nec~r  conrclir13 r l ~ r  5u11i\= restricrive I 

covenmu as those u>sociatt.cl nit11 rl~e 10% hlortgqt, Sort.,. 
The Parmrrship al-11 ha> a Bank Cretlir Facility with ;I 

= ~ r r p  of c~mr l r r i i a l  bank-. Tlw Bi~rlk Cwtlir Faci!ity 
con&= of a conlbii~etl 51 10 rtlillio~~ \Vorkirlg Capital ;ml 
-4cn;uF-ition F d i r i e  ro fillant-r propanr bu>iness acqi~i-i- 
don-. om= 51 T millior, of c~~rr~birlrcf bornwings 
0 u s - W  rtmkr d ~ c  E t d i n z  Ciuiral . ~ r d  .\tyi:irion 
F ~ d k k .  T,w-rr =-fir %A 3 nu!Lctr~ *-sf c~nl~lrrit.-tI tu ITTOR I I ~ ?  

--amEii TL&-T fw E, . r ! ! p ~  t +xi .ti .m! thr k t i ~ & i r i ~ ~ u  
F a ~ h  21 %K i 1 lfm- Tlx- Rd. fCmhr F a d r !  
h- XCL-T ~i 3 -.z-&&- 3-1 :<$ .x . m a n  E ~ ~ h d l ~ i  
zz&x e r  ?rut rs: :J,cl- 2 13~'3hk I I L ~  f o r  + ~ f  n r r  

a+-&- ~ ; C r q  -b PSTT;-+ - r L ~ ~ ~ d h f ; r r d  

d& W. t-tl-.b~-O j -.& $,TI T+ -tizl:1 LT-I+x FS&T-< 
-0c.4 a 1 - +'" . 3- c-ply FA->? * 

. . 
~3aa~L2-T-d b* +~-ZAcpdr-. .&: 1% Z-a-3 ez r 2 r  

r&&- F&-: -+-.l =-*. * t't,mf;~t- \kx- - 
1 -6 i177& Fa.--z-, i-l+EE-ae ?=cp~- <-cw-zz,- 
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Funded stmrus: 

Funded ara:u. at Drcr1111)rr :i I l ~ r . ~ 3 0  o.34 
Cnrrru-hcd trmiirioo a r l ~ n u n ~  1.083 12 :K  
Cr~rcco~rnizrd ncr acr~~arial  In-: ( lb.:5.>) ( I O.(JO.~) 
Lr~rec-u,@zc4 prior .wnirrr crm 3.3'10 3.820 
Prepaid (nccrumf) bwrfir cojt S -1.333 S 4.120 

The follnn-iq roble pro\icles tiic components of net 
periodic benefit cost for the plans for 1993. 109: and 10516 
(in thousands): 

1998 1997 19% 

Senice cost S1.012 S 981 S 958 
Interest cost 3.08') 3.199 3.506 
Eapecied return on pian ossets (5.307) (t.bR1) (+.:37?) 
.honizntio~~ of ~ n r ~ s i t i o n  

(asset) obligation 153 1 .55 15.5 
.hnnnizarion of prior service cost 500 0-8 -. 278 
.honizntion or net ( p i n )  loss (302) (1 00) (1W) 
Ser periorEc benefit cost 5 ("53) s 191 5 :32: 

T h e  prior service costs are amortized on a straisht-line 
basis over the average remaining sen ice  period of active 

of tht. r,*unt n~t.;nl~i.r's rnr5.; c.or~~l~tw?ario~~.  The  Coqwr i~~icw 
ulw ~mo\.itlr- a n  Enlp loyr  Stock Omlersllip Plan (ESOP) 
for fill]-ri~rtt- ream 1t1r11111rr.i. Tlw ESOP is fu rdrd  primmil!. 
lvi111 f d ~ * r a l  i~lt-onw r m  -avings. wIlic11 arise fro111 r a  Ian.? 
~ ~ I ~ I I ~ I ~ I ! ~ ~  ICI ;UI+ tcm11 I I I V I I ~ ~ I ~ T  I w d i r  l)la~i.. Ccnai11 
C n q ) ~ ~ i x i i o ~ ~  wnrriburio~l- ;t~lrl 4tnres of s ~ o c k  31-1111in-ti 11: 
tllr ESOP am allwa;rd ro I)anici~wtts '  n r c t u i t ~  h~ ~ m ~ j w m i r ) ~ ~  

10 ~ I I B  I - O I I I ~ ~ ~ ~ I ~ ~ ~ T ~ O I I  of I ~ ; I I I ~  I ~ I ~ I I ~ ~ R T ~  duT;.lig tilt ~);li-ti~* ':LT 

!.rnr for. nllic-h alltr;lrio~i i; ~l~nd!!. Cl t s t~  i n c i ~ m t l  undrr  ;!IT 

l ~ l a ~ ~  \vrw 51 .(I 11:illiv11. 51.5 11ii1Iimi and Sl.4 111iIlinn in 
1W3. 1"'): anti lo%. 

supplrrnt-nral rvtin.nw~t bcnefit~ in liVn vf any ciwth 
benefits. In addition. rhr Coq,orerion p n n i d w  lifv i n - u n n w  
benefits to beneficiarie? of eli$l)le rriun nit-~rller- nllu 
represent a reai;onable imurable ti&. TI.) i t l in~n~izr* thr. 
ovrrall cost of plans providin: life insurancr benefit*. &r 

Corporarion has obtained life insurancr co\eraSt. that i- 

sufficient to fund henefit obl ipt iom. Co51- i n r u d  unt3rr 

the plans wcrc S1.5 ~ni!linri. S1.2 rtliliion and S 1 3 mdlxw m 
1998. 1 W: and 1 Wb. 

ConterSronr ha* 11 Re>tricted ['nit Plan j r ! w  -Re-mnrzi 
Unit Plan-) which uuthorizrs the iwlnl~c-e of iixnnwti I nli- 

ni th  an ugpcgnte valuc of SIT.5 rnillio~l IV din-trrtrrs. 
exectiriws. n ~ n n u y r ~  and selected 311peni.sor- of :he 
F'arn1er4li~. The  vnlur of thr Rcstricrcd C ~ n i m m  "Iir: r- 



S t a t e m e n t  C 

established by the market price of rhe Common Unit a t  the 
date of grant. .-is of December 31. 1998. Resmccecl Con~rnon 
h i t s  with a value of $13.8 million have heen awarded. 

CornerStone, Blue Dot. and Expanets provide various 
team member szvings plans. which permit team members to 
defer receipt of compensation as provided in Section - f O l  (k)  
of the Internal Revenue Code. h d e r  tht: plans, the team 
member may elect ro direct a percentagl: of their gross 
compensation be contributed to the plans. Cornerstone. Blue 
Dot, and Espanets. at their discretion. may match a portion 
of the team member contribution. 

The Corporation has an onnership interest in three riiajor 
elecmc generating plants. all of which are uper:lted b y  other 
utility companies. The Corporarion !in+ ari u r d i ~ i c l e ~ l  intere~r  
in these facilities and is resporlsible for its propomor~ate 
share of the capital and operutin: costs while b ~ i n p  enrirletl 
to its proportionate share of the pon-er ;rrlerareil. The 
Corporation; interest ill each plant is reflrctrcl in rlw 
Consoliclnted Balance Sheets or1 a proratr basis. and its ill:lrr 
of operating expenses is reflected in the Consoliclarrtl 
Statements of Income. The par t i c ip r~ ts  rach firtn~ice rheir 
own investment. 

Information reluting to the Corporation-i o n - r ~ r ~ h i p  
intrresr in thew facilities a t  D e c r ~ d w r  3 l .  1093. i= :u follow; 
(ill thousands): 

in \lay 1W2. the Corpratirm adopretl the YochT~rrm 
Fhc-k Opti~ttr anti Iricrrltive Plan (rhr -Plan-). Cridrr rhe 
Plan. t11r Coqwrariorc has rpsened 1.X32.189 s h a m  for 
i551i:lriw tn  II[&I:~-S.  kt-? lealil mrrnbr?r~ and dim-tor5 

eithrr i r i c~e~~r ivc- l ,u~~d t,priortj or nor~qcralificd opriurl;--. 

The Nominating and Cornpensation Cornminee of the 
Corporation's Bowci of Directors adniinisters the Plan. Unless 
established ddferently by the Cornmiace. the per shure 
option exercise price slid1 be the fair markt:t d u e  of the 
Corporation's commcn stock at  the grant dnte. The options 
are outstandir~g fcrr 10 years follcwin,o the date of grant. In 
ndciition, the Corporation issued 1.2?9.4?0 warrants to 
purchase shures of :u'orthWestern common stock in connec- 
tion ~ i t h  n previous acquisition. A summa? of the activin 
of stock options nrld warrants are as  follow.^: 

S t x k  O~tluns 

Stock Warrants 
&BIC!SO 

Shares Price 
O l ~ l r r i ~ r ~ ~ l i i ~ ;  i l r  D r w ~ ~ t l w r  :< I .  1')'': - - 
I>-IICI!  1 :lTIJ.iyb 5 \:I,?'> 
Es~.n-iwl -- I y-k.3 I :$ S l:L?2.i 
OIII>I:IIII~~IIZ ;II D n ~ r ~ n l v r  31. !"[I:; I. lO:.!.X; SI:<.?Zi 

v 



S t a t e m e n t  C 

arnomir equal rl1 irs .h-aiial~lt. C:i~sll for r d ~  qmrrer. .-\vailal~le 
Gish p w d l y  meme. nirh rrqwc.-l ro m y  fiscal cpaner  of the 
Parmenhip. all ca41 ~ I I  I~:u~tl at r l ~ r  end of suc l~  quimer plr~> it11 

additional ca-asl~ oil 11md ac of tlw dare of rirrenrliniirion 
rrsultiq hum L o n - n n i ~ p  stb.;c.cpent r r~  tlw end of such quancr 
le. the anmulr of cacl~ n.gb5e.; esnl~lisl~ed by t l ~ c  General 
P m e r  in ir_i xxwunal~le r i i~ r r r io r~  for fi~nrnx cash mquire~nents. 
Thee re5enw LU-T r e r ~ l r d  for rlw proper conducr'of the  

Parniersiup'.i bushes.  for the p w e n t  of debt piincipal and 
interes. and for disnihurions durin,n the next four quarters. 

D i s m b u t i o r ~  by the Partnership. in an ernount equal to 
100% of its -41-iiilable Cash. nil1 generally be made 98% to 
d ~ e  Conlmon and Subordinated Cnirlioldcrs and '7% to the 
General Parmer. Dismhurions are subjecr to  tht. paymenr of 
incentive disnibutions in the evenr Available Cash exceeds 
tie Quarterly Di.imhution of S.5Qt on all Units. Ti, the 
e-nenr is sufficient .~vailnblr Cash. the holders of 
Common CNS havr the righr to receive the \Iinirnun~ 
Quanerly Dkuihution. plus an!- arreamgts. prior io  thr  
d i s~ ibu t io r i  of .\vailable Cash ro holders of Subordinated 
Units. Common CNS nill nor accrue m a r q e i  for any 
g u a n e r  a h e r  the Subordination Period (as definrd below). 
and S r b r d i n a t e d  Cnirs nil1 nor accrue any arrearazes i r h  
r e s p c ~  rc, distriburions for any  quaner. 

- 
1998 1997 1396- ; 

o u t i r n n t l i ~ ~ ~  Co111111011 I-riit orrrarngrs. 
i In aclrlitio:~. 1.6tQ.tO.3 Sd)ordiriarrd L~~ith will c o n w n  ', 

i i~ro C:oni~iio~i L'iiirs for an!- quarter ending oil or after 
Drcr11111rr 3'1 .  1 Q 0 .  :lnd an :~rlcfi:ion~il 1.6-+9.+0.5 
Sul>ordir~:~lrd L'nirs nill convert into C o m ~ n o i ~  L-nit5 for aliy 
r p m c r  rntli119 or1 Gr uftcr Dece~nl,cr 31. 2000. if a) distrihu- 
tione of \vi~ild)it. C d 1  fro111 o p c r a t i ~ y  surplw on eacI1 of rlw 
o t l r - r i i ~ ~ d i ~ ~ ~  C : n ~ i i n ~ ~ ~ i  and Sul~nrdii~arccl Lnirb q u a 1  or 
rxreed rhc- . \ ~ ~ I I ~ I I I ~ I I ~ I  Ql~anerly Disrrilwiic~~~r for each of the 

tlircze ca~iseci~tivc. lour-qi:iinrr periods inimrdiarely prt redin? 
.;ucl~ di~rr.  b) rlir adju.;rcd oyeri1til:n s ~ ~ r p l u s  generated 
c l r ~ r i ~ i ~  111e i ~ l ~ ~ ~ ~ r d i a r e l y  preceding rn-o ror~smrrive four- 
c ~ ~ ~ w r  pericld? rqui~ls or exceed> thr .\Ii!li~nuun Qudnerly 
Di3rriburinn on nll of tlie C o n i r ~ i o ~ ~  C I I ~  Subordinnt?d Cnirs 
oursrnnding durinp that period and c) therr are no arrenr- 
agc5 on t!~e Coni~~ion  Cnits. 

The Partnerillil~ nil1 ~ n o k r  distriburions of its :\vailabIr 
Cash approli~iiarel!- -1.5 days after the end o i  each qucrter 
ending Slarcli. June. September and Drcenlber to holders of 
record on r!it. applicable record dates. For the quarter elided 
December 31. 199:. and year ended December 31. 1098. the 
Partnership and the Corporation elected to forgo the 
Suhordinered Unir distributions continuinp thc suppon for 
the Co~nlilnn Lrutholders. 

The Corporation is subject to environmental regulnrion5 
from numeroll5 entities. The Clean Air Act :hen&ner~ts  of 
1QQ0 (the .4ctj stipulate limitations on sulfur dioxide and 
nitrogen oxide emissions from coal-fired power plwts. The 
Corporation believes it can econornicslly meet such sulfur 
dioside emission requirements at its generating plants b!. the 
required compliance datea und that it 15 in complinnce with 
all presently applicable en\iromnental protection requim- 
lnenrs and replations. The Corporation is also suhjecr to 



other en-.-imnrrmentai m=dztiow including rnarrers related ro 
fomcr  mancfactured gas p l a t  sit=. In 1995. the 
Corporation remediated a >ire locared ar Huron. Sour. 
Dakcm. through thennd dewrptioc of residues in the soil. 
Xdjusunenrs of the Corporarion4 nnrurol gas mtes to reflecr 
the costs a s b r e d  uirh the remediation were approved 
through the &tory proms. The Corpomrion iz pursue  
recovery from kurance  carriers. 30 administrative or 
judicial proceed;l,ns involving the Cocpoi-ation are now 
pcnd;l~ or known by h e  Corporudori ro br conremplared 
under present emironmend protection r g ~ i r r m e n b .  

In December 1996. the Corpnmrion'i Board of 

Directors declared. pursuanr :o a -harch.oltler>' ri~h1.i 
plnn. a dividend dis:riburion of on? Right on rach 

oursrandins +haw of rhc Corpornriun's cornrnorl -tor.l;. 

Each Riphr become5 esercisnble. upon the ocwlrrrnce of 
certain evenrs. ar an esercije price of 5.30 per >h:~re. 

subjecr ro adjustrnrnr. The Righrs are crrrrrnrl!- rlor 
excrcisablr and ~ i I 1  be exercisable only if i t  prrcou or 
, s o u p  of affiliaretl or associairli prrsons !.4t-1l11irine 
Person) either acquires owner5l:ip of 1.5% or mnrr of r l ~ r  
Corporation's common :;rock or con1nwnr:e. n rer~tkr or 
esclmnge offer that would rejrrlr in on-nerihip of 1.3% or 
more. In the event thr Corporarion is acquired in a 

merger or other bujineij con~binatior~ t r ; i r~swior~  or 30% 
or  more of its consolidered a+rrs or e a r r ~ i r ~ s i  ponrr are 
~o id .  rurh R i ~ h r  enticlcs rhr holtler ro rewise 5u1.h 
nunlbrr of 41cires cf rommoil i r ~ c k  of rhr ;\cqrriri~rg 
Peirso~r h a v i q  a ~narker value of two ri~rlrs rhe rllrr~ 
current exercj-5~ price of the Rigl~r. Thr Rig!~rs. which 
expire in Decrnihrr '1000. are rrti:-rlrm!)iv i r ~  whole. bur 
nor in pan. a,; a pricr nf 3 . 0 0  prr tiiglir. ar thr 

corpora~ion-+ op~i011 at any rime u ~ r ~ i l  3rIy .im[r~irir~g 
Percor? has acquire,! 1-546 or rnt~rr of rhr C:oq)c~r;~ripr~'- 
C ~ ~ I I I I O I I  5r.wk. 

T h  Cmp>ra r iu~~  i arrr!wrizrtl to issue 1.000.000 sllarc? 
of 5lOU pa: t:uulu.la~ivc preferrrtl 5rucl.r. .I5 of Decenlber 31. 
'1008 ;znd 1 ? T .  t t~rr r  w ~ i e  :37..30(! shares oc~rsrantliny of 
=hit+ 2b.000 a-PW 6 I/'?% Series an~f 11.300 %err t I/?% 
S-rri~,. Yl~r  provi+iollr; of rhe b I/'% Sent-s =rock contair~ ;I 

i pan at the option of the Board of Directon ur nny rime 
1 
j upon ar t e a t  30 days notice at SI 10.09 per sham piw 
I 

f accrued dividends. 
j In the evenr of involuntary dissolurion. all Corporation 
; pref~rred stock oursranding would have a preferellrial 
i inrerest of SlOO per share. plus accxniulared dividends. 

i before any distribution ro common shadrolders. 

j There were -7.500 ?hares of jubsidiar?. preftved srock , 
outstanding ar December 31. lo%. The subsidiary 

j preFwred s o c k  was redeemed in j anuay  lt)Q-. 
i The Corporation is also ;~t~thorized ro is3w n rnaxin~unl 
! : of 1.000.000 shan.~  nf preferencr srock nr a par valu?. of 5.50 

j per share. S o  preference shares have ever bevn ii.;ut-cl. 
I 

.is of Decenlber 31. 1998 u:ld 1 W ' .  rhe Corp~r;lritw !1:1t1 

3..500.000 ;mf 1.300.000 iharr-. of pwfrrrrcl -c-c.~~ririr- 

o~~ t s ran~ l i r r~ .  T l ~ r  I .:300.000 t x ~ r s a l ~ ( i i ~ ~ g  it[ !lrcr:~dwr 1; 1. 
1qQ:. wrrr i+wd i r ~  If)().; :I I/$'% nirh ;i 52.; par vidr~r. 

The atl~lirion:~l 2.200.000 :h;irrs were is>ut.tl ;;z piln of a 

i 511ar1cing rra~~s;lcriu~~ in Yove~d)er l W 3  wher~ thr 

, Corp&~rion .ioltl 55-5.000.000 of irs 7.2% prrfemd capira! 
securiries rlr S2.5 par va111r. T l ~ e  pmtwtI.-s n-cre wv l  for 

I 
ze11rra1 corporaie p~~q~ose.. 

I - 



Statement C 



Statement C 

\In ~lT?ntswnl~ E~..vpt Per Siww \nwmnt-) - - Sacosld Third Fwrth 

P q n r i r t g  m.rntrn* S2%.obt 5 3 3 .  I t 3  S2~b.S1'b SS:Y.lii2 
5 3.&76 Opcnriny iocornv' 5 o.W! 5 I 1.A.i 3 .' j.o.S.l -. .-- 
5 'i LOO+ 3 :j.:j.Lj 3r! ~ l c w l l ~  5 +.;%:! 3 Il.t50 

.kTr commorr 4hnm uuurmr~lirt~ 1T.Yt3 1 T . W  1 :.So6 2 1.0b8 
Bnric mmi* p ~ r  avrmp votnma.-:: -lriur** S 5 8  3 .I5 5 2 1  3 .+Q 

Diluml enn~irt;: p r  nvrmgr intlrrrr~m 41nm" 9 .5H 5 . i 3  S .30 5 . i t ;  



NWPS CO. 
COST OF P U N T  - GAS - SQUTH DAKOTA 

SUMMARY OF ADDITIONS AND REDUCTIONS DURING TEST PERIOD 
DECEMBER 31,1998 TEST YEAR 

STATEMENT D 

_ __ - ............ - ............... . 
ElEGlNNiNG ..... ........ ......_... ENDING I -- - -  

- ACCOUNT - 
.... 

BALANCE ---. - - - - -- -. - -- BALANCE 
DESCRIPTION 1-'I-98 .. ADDITION3 REDUCTIONS ..___..._... .... 12-31 .........-.... -98 ......-....... . -. 

.. .....-... - ......... .- ..... -- .-...-. -. - ... - - - - - .... . -- -- .... .- .- ..... ...... . . ................ 

.... -.......... .. 

105 I GAS PLANT HELD FOR FUTURE USE ....... ...... ................................................. t- - t 0.00 ..~ 

-- 1 , .. -- t - -- 

107 . , , COdSTMUCTiON _. . . . . . . . .  .- ...................... WORK IN PKOGRESS . _. - GAS ... ..._..._........._..._... 4,5~5,180.13~~~~(~,~93.766.0~~ __ 4.130.146.58 I ~ . -- - -.. 
I 



W S  CO. 
DETAIL PLANT ACCOUNTS - QAS - SOUTH DAKOTA 

SUMMARY OF ADDITIONS AND REDUCTlOMS DURING TEST PERIOD 
DECEMBER 31,1998 TEST YEAR 

SCHEDULE 0-1 

- - - - -- ---- ---- -- 
--- --- -- --- -- ~NCLUU_C.~I!UF- - ---_ - -- - 1 71 ,235.g21pil ---m~b /-T---jt-qqmi7 I ___30.60_ - _ WE,_A_NDY!U~~GNTS~ 

263,049.53 3050 STRUCTURES AND IMPROVEMENTS ____- _-- 0 00 - - - -- -- -- 263,049 53 0.00 - - - - 
1,495,716.06 0 00 31 10 LIQUEFIED PETROLEUM GASEQUIPENT . _ - -- __ - -- -- - 0.00 - -- 1,495,718 - - 08 - 

3200 OTHER WPMENT- 11,565 54 0 00 0 00 11 W 5 4  - - - - - - - - -- - - -- - - - - - - -- L-_- 

I 1,841,568 G5 0 00 - TOTAL PROP'%~-N "BT -- _ - _- - - -- - (31,1z9 35 - - I.8lil.388 - - -- %I 



PIWPS 
PLANT ACCOUNT FOR TEST YEAR - GAS - SOUTH DAKOTA 

'1988 CALENDAR YEAR 
DECEMBER 31,1888 TEST YEAR 

SCHEDULE I3-2 

_________-_~____.-_-I____ ............ --.....-..--.. ... 
WORK ORDER ....... ........ ........... . -- . -- .- .-.......... - ...... --- 
DESCRIPTION PE .......... .. . ..... 

..  ~&~WK&V!A!!Y. !~~QBB ... -. -. .... 

i .-- 1- . - - . .  ----..................... . .  .... ...... 
.. , . .  - - I  .-.-...-.--- ................. ........ --... 

. .... .. 

1.. --t 6&-. - .. 

1 
,- .5CEUBER ?,! 1Q_88TEST nnTaa !$.-- 

-- 
. . ..... i r_k ..... ............ 

~ ~ ~ C E P E C E M 8 o l U . l O s O Q . . . . .  



NWPS CO. 
MONTHLY BOOK BALANCIiS OF P!ANT ACCOUNTS - GAS - SOUTH DAKOTA 

DURING TEST PERIOD AND THIRTEEN RIONTH AVERAGE BALANCES 
DECEMBER 31,1958 TEST YEAR 

SCHEDULE D-3 
PAGE 1 OF 2 

TOTAL 

. - - - - - - - - . - - - - - -- 
- - - DE^JCR~PTION-_ - .--_ --_ - DECEMBER- 

P R m  UCTl ON _ _ - - _ _ - 
LAND AND ii\Ne RIGHTS - - - - - - - 71,235 92 -- - - - 
STRUCTURES AND IMPROVEMENTS - .- - - . - - 26304953 - - - -- -- 

1,4957 16 06 LIQUEFIED PETROLEUM GAS EQUIPMENT _ _ _ _ - _  - _ _ -  
OTHER EQUIPMENT - - - - - . - -- 11,566 - - - 54 

TOTAL PRODUCTION PLANT - - - - 1,841,568-05 - - - - - . 

1 

I 
t 
t -- - --- - .- - - 

- DISTRIBUTION 

i - - - - - - -- ---- -- 
LAND AND-LAND RIGHTS 190,890.66 - - - . - -- -- . - - -. - - - - - - - - - 

62,095.10 STRUCTURES-AND IMPROVEMENTS _ _  - - _ -- - - 

MAINS 18,634,_902 36 
MEASURING 8 REGULATING STATION EQUIP:GENE~L __-_43aL356 73 
MEASURING & REGULATING STATiON EQUIP-CITY - _ _ -  I- 605,490 08  SERVICES . - -  - 8,?42318.45 - 

. - - . - - - 3,656,60702 
1 ; 2 8 0 6 0 4  

, RCGULATORS - 1  788,765 67 
'REGULATOR INSTALLATION - I 5[)9,6? 94 

TOTAL DISTRIBUTION PLANT 
I 1 34;309,519.45 
I I 

GENERAL I 

i MISCELLANEOUS INTANGIBLE-P~NT 
I LAND ARD LAND RIGHTS 

- 

'STRUCTURES ANDTMPROVEN~ENTS 
i 
/OFFICE FURNITURE AND EOUIP~IENT 
~TRAN.",PO~TATION. EQUIPMENT ISTORESEQIJIPMENT 
'TGGLS, SR)P ~ t ? d  GARAGE EQUIPMENT 
1 LABORATORY EQUIPMENT 
IPOVV'ER OPEEHTED EQUIPMENT- 
/COMMIJNICATIOI.J Q'JIPMENT 
 MISCELLANEOUS EQUIPMENT 

TOTAL GENERAL PLANT 

,TOTAL 101 1 ,_-_ 39;03?';1-/"" 

106  COMPLETED CONSTRUCTIOE! NOT CLASSIFIED -- 1 --7?5,!857; 
I --- - - - 

!TOTAL GAS PLANT- -_ _ _ [39.lt4@34.E 

. - - --- 
JANUARY -. . - -. . - . . . . . - 

-- - -- . - . . - . . - . 
71,235.92 - . . . - -. -. -- 

263,049.53 -- - . - 
1,495,716.05 - - -- -. - - -. . . . - 

11,566.54 . . -- - -. -- . -. . - 
1,841,568.05 -. - . - . - - - . - .. -. - 



E NWPS CO. 
MONTHLY BOOK BAIANGES OF PLANT ACCOClNYS - GAS - SOUTH DAKOTA 

DURING TEST PERIOD AND THIRTEEN MOIVTH AVERAGE BALANCES 
DECEMBER 31. 1998 TEST YEAR 

SCHEDULE D-3 
PAGE 2 OF 2 

I - - - 
A ~ O U N T  I 

NO DESCRIPTION ! PRODUC flON 
'LAND AND LAND RIGHTS 

- - lQP SEPTEMBER OCTOBER 

I 
I 

I 

I 

3800 i 3810 1 3820 
3830 

1 3840 
I TOTAL 

1 2030 
3890 1 3900 

, 3910 
1 3920 
I 3930 
j 3940 
1 3950 

3960 
3970 1 3980 

I 
I 
I 

I 
I 106 

'STRUCTURES AND IMPROVEMENTS 
/LIQUEFIED PETROLELJM GAS EQUIPMENT 
!OTHER EQUIPMENT 

1 TOTACPROOUCTION P L W T  
- 
DISTRIBUTION _ 

LAND AND LAND RIGHTS . . 

STRUCTURES AND IMPROVEWIENTS- 
1 MAINS 

$ - -. 

I 
GENERAL 

MISCELLANEOUSINTANGIBLE P@NT 
/ L ~ N D A N ~ ~  I A ~ D  R I G H T S -  
; STRlJCTURES Ai4D IMPROVEFAE~~TS - 

IOFFICE FURNITURE AND EQUIPMENT 
ITRANSPORTATION EQUIPMENT 
STORES EQUIPMENT 
TOOLS, SHOP AND GAPAGE EQUIPMENT 
; LABOWTORY EQUIPMENT 
POWER OPERATED EQU!PMENT 

'COMMUNICATION EQUIPMENT 
'MISCELLANEOUS ECUIPMENT I 

TqTAL GENERAL PWNT 

 TOTAL 101 

'TOTAL GAS P ~ N T -  



NWPS 
PLANT ACCOUNT FOR TEST YEAR - GAS - SOUTH DAKOTA 

1907 CALENDAR YEAR 
DECEMBER 31,1888 TEST YEAR 

SCHEDULE 0-4 
PAGE 1 OF 5 

I 

I WORK ORDER 
-NO. I DESCRIPTION 

/BALANCE JANUARY 1. 1097 

OTHER 
I 

I 

~ETIREMENT :TRANSACTIO@ ~ALANSE ; 
* 37,308,522.62 ; 
i 

AMOUNT 
ADDITION 

4-96 
2-96 
1-96 
4-86 

Various 
11-96 

Vonous 

12-97 

Various 
Vaiioua 

Var~ous 
Various 

7-97 
9-87 

MAJOR ADDITIONS 
nioln and sawice installntions 
maln and eew~ca lnstallallone 
rnaln and service Instollatlone 

6188 MI-Rondom moln and sarvlul Installatlolns 
6222 ,Purchase motors and regulntors lor South Dekota 
6303 i MI-Extend rnaln lo iinlvomal Pecksnina 
6583 :Purchneo molero for Nobrseka ond'schh Dakota 

I MAJOR RETIREMENTS 1 8797 IAB-Re! Propanr. Storsge Tanks 
I 

Various , 

Vaiious . 

Var~ous , 
Various , 

i 
I MINOR ADDITIONS 

I 'SPECIFIC WORK ORDERS (26) 
!PERMANENT WORK ORDERS 
I 

I Various 
j Variot~s , 

, '  MINOR RETIREMENT3 
!SPEC!FIC WGRK ORCERS (14) , :PERMANENT WGRK ORDERS 

, I 

Various ' ' Various : 
/ CORRECTIONS OR TRP,I.ISFERS 

106 'CGMPLETED CONSTRIJCTi3N NOT CLASSIFIED 
6585 ;BG-E% G m  Saw-Hiiyti 
3657 GO-Exl Sew to Hutterito 

I 

I 

I lDESEMBEIi 31, l%7 TFST YEAR TOTALS 
I 
I 

'BAL4NCE DECEMBER 31,1007 



'Wf?S 
PLAKT ACCOUNT FOR TEST YEAQ - GAS - SOUTH DAKOTA 

lO96 CALENCJAR YEAR 
DECEMBER 31,1608 TEST YEAR 

SCHEDULE D-4 
PAGE 2 OF 5 

I - - 

RhlOLJNT 
ADDITION 

- 

100,66_5,. 
Xt,%l.3t:  

031,653.8E 
79.768.4f 

hl<Jl) A I l l ~ l l l l ~ h h  Ah!) IN! I IHI  hll N IS  7 
IY.V~IV~IOY PI /IIIWI 1.4 t o ~ i r i  

IILGINNINII I hlJlN11 , \I l l \ lCl  l l 4 l l  

WORK ORDER 
DESCRIPTION 

BALANCE JANUARY I ,  1 006 
I I 

OTHER 
RETIREMENT :TRANSACTION: BALANCE 

I 38,061.587.43 

1 i hL4J4JOii ADDlTlOPlS 
I Ex!and Mains 8 Services - AB 1-5525; 

1 5553 jlnsbll Rsndom Services - BG 

Various 
Vanous 

Vanous 
+ Vano~s 

; ~'arious ' Various 
* Var!ous ! Vanous 

(1 08,404.64): : various ! various 
(74,506.85). I Vanous . Variouc 

j IN :COMPLETED CONSTRUCTION NGT CLASSIFIED 

I 
'UECEMBER 31,1988 TEST YEAR TOTALS 



NM'PS 
PLANT ACCOUNT FOR TEST YEAR. GAS - SOUTH QAKOTA 

10C5 CALENDAR YEAR 
DECEMBEbI 31, 1990 TEST YEAR 

WORK ORDER 
NO ' DESCRIPTION 

'BALANCE JAMOARY 1, 1005 

i 
I MAJOR ADDITIONS 

4501 [Purchase 10 1992 Clievy Flaelalda 314 lon CNG P~ck-ups 
401U Insloll MolnlSowlc6o. Rlchrnond Loko 

.,oruitce - Rav~llo 1001 j ~ n a ~ o ~ ~  MOW 
4992 lns l~ l l  MolnlSowlwa . OwdlKrnnz 
5710~~ur~ ,hose  Malore 8 Roue for SD 
5758 /Purchone Vorrnoor Flaxlrix 

I 
I 

1 
I MAJOR RETIREMENTS 

4447 ;Huron Pooklng Plant 

I 
I 

MINOR ADDITIONS 
  SPECIFIC WORK ORDERS (43) 
,PERW.NENT WORK OFiCERS 

1 MINOR RETIREMENTS 
SPECIFIC WORK ORGERS (tl) 

~PCRMANENT WORK ORDERS 

I 
CORRECTIONS OR TRANSFERS 

! 

~OB]COMPLETED CONSTRUCTION E!OT CLASSIFIED 

'DECCMBER 21, 1005 TEST YEAR TOTALS 

:BAL~NCE DECEMBER 31,1C35 

AMOUN r 
ADDITION 

SCHEDULE 04 
PAGE 3 OF S 

OTHER ' 
~ETIREMENT :TRANSACTION: R A ~ N C E  : 

33,938.744 33,  

t 

1 
I 

5-94 ! 10-94 

I 

! 

Various Vanous 
Vansus , Vanous 

! 

Vanous ! Venous 
Vanous , _ Various 

! 

Vnr1ous 
11-94 
7-94 
8-94 

Vonouc 
1-95 

8-95 

Vanous 
Vanous 

Vanous 
Vanous 



WORK ORDER 
DESCRIP'TION 

SALANCE JANUARY 1,1094 

MAJOR_ADDITIONS 
ln@loll Moln B Servlcoe M~lbank Tapa 
nsWI Hlgh Preeeuro Llnu to Sco!ltmd 
l r s l~ l l  HI$ Froeeuro Llnu to Parker 
%wdisao hkitoro and Rogulatore 

MAJOR RETIREMENTS 

MIF?OR ADDITIONS 
3FECiFIC WORK ORDERS (1 38) 
'EGX?AI.IEM WORK ORDERS 

MINOR RETIREMENTS 
SPECIFIC WORK ORDERS (2.2) 
=ERMANENT VVORK ORDERS 

CORRECTIOKS OR TRANSFERS 

:OMPLETED rONSTiiUCTiOiJ NOT CLASSIFIED 
I 

NWPS 
PLANT ACCOUNT FOR TEST YEAR GAS - SOUTH DAKOTA 

18% CALENDAR YEAR 
DECEMBER 3t, lQSa TEST YEAR 

SCHEDULE 0-0 

AMOUNT 
ADDITION 

213,141.81 
1,105,385 01 

403,575.00 
i52,860.01 

1,322,886.10 
100,834.36 

MAJOR ACDlTiONS 
I 

nslall Now Peaking Plant-Htiicjn 
I 

1 105,150 00 

I 

I 

I I , 
I 

! ! I ,DECEMBER 31, ?D@4 TEST YEAR TOTALS , 3,602,051 0 8 ,  (93,343.73[ 1 :  
f 'BALANCE DECEMBEW 31.1 984 I I 

! I 

PAGE 4 OF 4 
I 

I OTHER ' 
RETIREMENT ~TRANSACTIO~ BALANCE 1 $30,102.242.00 

L l A H l  

Ill (~ lh ' i l YO  

0.02 
3-93 
5.03 
2.04 

Various 
Va;ious 

Vnr~oue 
Var~ous 

12-03 : 0-02 
11.03 7.03 
1-04 8-93 

12-04 : Various 

Various 
Verlous 

Var~ous 
Various 

Various 
Various , 

Various 
Various , 

1 





Schedule D-5 

NORTHWESTERN PUBLIC SERVICE COMPANY 
WORKING PAPERS @N CAPITALIZING iNTEREST 

AND OTHER OVERHEADS DURING CONSTRUCTION 
DECEMBER 31,1998 TEST YEAR 

Allowan~e for Funds I Jsed During Construction (AFUDC) 

AFUDC is computed on projects exceeding $10,000 which are under construction more then thirty days with the 
exception of land and land rights and blanket or permanent work orders. AFUDC, when applicable, is computed on the 
prsvious month balance plus one half of the current month expenditures excluding AFUDC since iast compounding date. 
At six month intervals AFUGC charged is added to the balancs uf the project and this becomes the basis for computing 
AFUDC: for the next six months. Tne semi annual compounding is allowed under the same FERC order which prescribes 
the formuia for computing the rate. Capitaliraticn of AFUDC ceases when the project is placed in service. Thz rate of 
AFlJDC applicable to debt and other funds is calculated in accordance with the formula prescribed by the FERC. 

Engineering and Supervision 
I 

Engineering and suporvision expense includes payroll costs, as determined by a periodic time study, applicable to 
operations, engineering and supervisory personnel, not directly chargsable to specific jobs; such as budget preparation 
and planning, material ordering, general supsrvision, completion reporting, etc. These expenses are capitalized in 
relationship to the amount of dirsct construction payroll charges on a monthly basis. 

Administrative and General Expense - 

Administrztive and general expense represents the amount of compensatiori and related expenses of 
administrative stafi applicable to consiruction activity. Administrative and general salaries chargeable to ccnstruction are 
determined through a periodic time study. Administra!ive and goner'al overheads are capitalized in relationship to the 
amount of direct construction payroll charges on a monthly bcisis. 

The portion of employee benefit expenses (account 926) allocatile to cor\struction are capitalized in relationship to 
ihe amount of direct and supervisory labor charged to construction. 



Line 
No. - 

-- vrrvv" . I--- ~ 

NORTHWEST ERN LlC SERVICE COMPANY 

Schedule a-6 



Schedule 0-7 

NORTHWESTERN PlJBllC SERVICE COMPANY 
ABERS ON PLANT IN SERVICE NOT USED AND USEFUL 

DECEMBER 31,1998 TEST YEA 

Line 
No. - 

1 Plant in Service not Used and Useful None 



Schedule 0-8 
Page 1 of 2 

NORTHWESTERN PlJBkIC SERVICE COMPANY 
ELECTRIC PROPERT\/ RECORDS WIIPRKING PAPERS 

Property Records and Retirament Procedures 

Production: Detailed ledgers are maintained by plant, which show dates and cost of installations. When property 
constitlrting a retirement unit is removed or replaced, the original cost, as determined from the detail ledger record, 
is removed from plant and related accumulated depreciation accounts. Cost of removal, if any, and salvage are 
charged and credited respectively to the accumulated depreciation account. Salvageable materials are returned to 
stock at current market prices. 

Transmission: Detailed ledgers are maintained by lines and substations. Such records and retirement procedures 
are the same as those appiicable to production plant as explained above. 

Distribution: Datailed ledgers are maintained for distribution lines and substations by location. Retirement -- 
proyedures for lines and substations are the same as those applicable lo production plant as explained above. 

/ 

For mass distribution prcperty, retirements for which instailati~n daies are reasonably ascertainable, retirement 
prices are determined by reference to specific work order installations within the applicable location and time 
period. In the rare instances when installatior-i dates cannot be reasonably ascertainsd, refirements are priced by 
engineering estimates. Recording procedures far retirements of such properties are tha same as those applicable 
to plant within other functional classificalioris as previously explained. 

I 

General: Units of property included in yenoral p!ant are identifiable on company piant records. Retirement 
accounting procedures are the same for general plant as previously explained as applicable to othsr func!ional 
classifications. 

Retirement Units: The Company has adopted the list of units of property as prescribed by the Federal Energy - 
Regulatorj Commission effective January 1, 1961. 



Schedule D-8 
Page 2 of 2 

NQWBHVdESTERN PUBL!C SERVICE COMPANY 
GAS PROPERTY RECORDS WORKING PAPERS 

DECEMBER 31,1998 PEST YEAR 

Properl~ Records and Retirement Procedures 

Production: Detailed ledgers are maintained by plant, which show dates and cost of installations. When property 
constituting a retirement unit is removed or replaced, the original cost, as determined from the detail record, is 
removed from plant and related accumulated depreciation accounts. Cost of removal and salvage, if any, are 
charged and credited respectively to the accumulated depreciation account. Salvageable materials are returned to 

I stock at curreni market prices. 

Distributicjn: Detailed ledgers are maintained for regulator stations and town border stations by location. Cetailed --- 
ledgers are maintained for distribution pipelines and customer services by town. Metering and regulaiing ledgers 
are maintained by Givision identification. Retirement procedures for this type of plant are the same as those I 

applicablo to productian plant as explained above. 
1 

For mass distribution property not detailed by ledger, retirements for which installation dates are reasonably / 

ascertainable, relireinent prices are determined by reference to specific work order installations within the 
applicabie loca!inn arid time period. Recording procedures for retirements of such propertias are Ihe same as 
those applicabls to plant within other functionat c'assifications as previously explained. 

I 

General: Units of property included in ge~era l  plant are identifiable on company plant records. Retirement 
1 

accounting piocedures are the same for general plant as previously explained as applicable to other functional 
classifications. 

Retirement Units: The Company has adopted the list of units of proper?y as prescribed by the Federal Energy ---- 
Regulato~y Cornmission. 



Schedule D-9 

NORTHWESTERN PkdBLiC SERVICE COMPANY 
ERS FOR PLANT ACQhlllWE 

REGULATORY A VAL HAS NOT BEEN OBTAINED 
DECE 31,1998 TEST YEAR 

Line 
No. -- 

1 Operatino Units or Svsterns Acauiror! 

1 Vdithout Raaulaton/ Ap~roval None / 



N W S  CO. 
ACCUMUL4TEU DEPRECIATION - GAS - SOUTH DAKOTA 

FUNCTIONAL ACCUMGLATEO DEPRECIATION 
STATEMENT E 

DECEMBER 31, !098 TEST YEAR 





NORTHWESTERN PUBLIC SERVICE COMPANY 
MONTHLY BOOK BALANCES FOR MATERIALS AND SUPPLIES 

FUEL STOCK AND PREPAYhaENTS 
DECEMBER 31,1888 TESTYEAR 

Lha 1997 - . . - -  - - -  .- 1998 
No. . P=_4? . J-w.._ -. F!!?!!!!.. .. _ k . -  -- -%!! .- -. %._. . . . 1~no.. .. . ._% .. .!!YE.. _%- -0dober. -&.Iber _ - ! !  
I t , ! a ~ ~  mi S u w  (154.155,1%, 163) 

Told EI& 

GasNabrJska: 
Gss M216rmIs 
Slores ExpmuAJnCasDW& 
Tolal Gs-Nobr& 

Gas.South DiaSda: 
Gas Malerials 
Slotas Expense-u- 
Total GasSouth D6kc.h 

Fuelst (151) 
Elednc 7 
Coal -Big S~MO 

-Coyote 
-Ned t-4 

i)il - 8 b ~ S l w e  
-cqm 
-Ned #4 
-om 

ottwvi Slma 
-CoyMe 

To@ Elednc 

Gas-Propans: 
Toldl Nebraska 
T&.SouUl Dakol!a 

Gs-Sad UMtugrcmd (164) 
ToW E(ijbraska 
Tolal SwUl Diikoia 

Total Compny 



E%5%ss3 i+zmsw 

Scheduls F-2 

NORTHWESTERN PUBLIC SERVICE COMPANY 
MATERIALS AND SUPPLIES - GAS - SOUTbl DAKOTA 

WIONTALY BALANCES FOR TWO YEARS PRECEDING TEST YEAR 
DECEMBER 31,1998 TEST YEAR 

Line 
No. Month - Amount -- - 

1 Januaiy, I996 $ 425,628 
2 February 461,938 
3 ,  March 459,709 
4 '  April 487,177 
5 May 498,877 
6 June 506,016 

l7 July 499,385 
8 August 508,369 
9 September 483,476 

/ lo October 505,889 
11 November 499,044 
12 December 530,890 

13 January, 1997 $ 442,111 
I 14 February 460,460 

15 March 477,153 
16 April 508,915 
17 May 51 2,484 
18 June 524,131 
19 July 564,837 
20 August 581,072 
2 1 September 598,984 
22 October 586,768 
23 November 568,805 
24 December 548,566 



Schedule F-3 

NORTHWESTERN PUBLIC SERVICE COMPANY 
WORKING CAPITAL 

DATA USED IN COMPlJTlNG WORKING CAPITAL 
DECEMBER 31, 1998 TEST YEAR 

No study made to support c!aim for cash working capital. 

ii 



Statement G 
Page 1 of 10 

NORTHWESTERN PUBLIC SERVICE COMPANY 
RATE OF RETURN 

DECEMBER 31,1998 TEST YEAR 

Line 
I 

No. - 

1 Refer to Exhibit-(RFL-2) 



-,--- 

NORTHWESTERN WBLlC SERVICE COWANY 
DEBT rMITAL 

WEIGHED A\JXii;rGE COST OF DEBT CAPITAL 
DECEMBER 31,1998 TEST YEAR 

Prindpal 

Lino Dolo Of Dale Of Inlac& Amount Net 
No. TiUe or Swim lssumm Melurily Relo - - - v s -  

Of lssuo -- P r d s  

1 POLLUTION CONTROL OBLIWilONS: 

2 GRANT COUNTY, SD 6/1/93 6H12023 

3 CITY OF SALIX, IA Ell/93 €i11/2023 

4 MERCER COUNTY, ND 6/1/93 h,1/2023 
I 

4 GWMT COUNTYSD 6/1/93 611!2023 

5' CAPITALTRUST: 

6 II 125% 8/1/95 81112023 

SUB DEBENTURES, 

7 7200% 11118B8 llliU2028 

GENERAL MORTGAGE BONDS 

8 6 99% 9/18/92 93lR002 

10 1.10% 811195 9/1/2005 

10 709% 8/15/33 9/15/2623 

10 695% 11112198 1 111U028 

I 1  TOTAL AT DECEMGER 31.1993 

Mt'fmml3 
AppburWe 

Nel Amount To Amarnl C w l  Annual Weighted 
Proceeds CumlUy CunenUy Of Inlwest A w q e  
P a  Unit OutsWw Ouktend~nn h b o v  kl Cmt 



Statement G 
Fege 3 of 10 

frlORTHWESTERN PUBLIC SERVICE COMPANY 
DEBT CAPITAL 

BOND INDENTURE PROVISIONS RELATED TO MlNIMUh9 
INTEREST COVERAGE WEQUiFiEMENTS 

31 -Dec-98 

Line Interest 
Coverago 

'1 1993 General Mortgage Indstiture i' 
I 

2 Interest Coverage (Minimurn Reqilirsments - 1 314~)  5.4 

/ 
The Company currently has outstanding bonds issued under the 
1 993 Gefieral M~lortgage Indenture. / 

The provisions of the 1993 indsntuse result in an increase in the 
amount. of bonds thai can be issued on the basis of bondsd / 
propew (as well as increased financing flexibility. 



ational Association j 



ARTICLE FGUR 
ISSUANCE OF BONDS 

(a) Subject to the provisions of Section 4.02, 4.03, 4.04 or 4.05, whichever may 
be applicable. the Trustee shall authenticate and deliver Bonds o f  a series, for original issue, 
at one  time or from time to time in accordance with the Company Order referred to  below, 
upon receipt by the Trustee of: 

(i) if the t e r n  of such series a re  established in an indenture 
supplemental hereto, the-iqdenture -- supplemental hereto establishing such series; 

i 

(ii) a Company Order rGuesting the authentication and delivery of such 
Bonds and. to the extent that the terms of such Bonds shall not have been 
established in the indenture supplemental hereto vhich established such se+s or in 
a Board Resolution or in an Oficer's Certificate pursuant to such supplemental 
indenture o r  Board Resolution, all as contemplated by Section 3.01, either 
establishing such terms or, in the c m  of Sonds of a series subject ro a Periodic 
Offering, speciFying procedures, acceptable to the Trustee, bj which such terms are 
to be established (which procedures may pro+de for authenticztion and delivery 
pursuant to oral o r  electronic instruc:ions from the Company or  any agent o r  agents 
thereof, which oral instructions are to be promptly confirmed elec;ror;icalIy or in 
writing); 

(iii) the Bonds of such series or Tranche, execnted on behalf of the 
Company as provided herein; 

(iv) a Net Earnings Certificate showing the Adjusted Net Earnings of the 
Company for the period therein specified EO have been not less than ai.1 amount 
equal to o n e  and three-fourths (1.75) times the Annual Interest Requirements 
therein spec ikd ,  all in accordance with the provisians o f  Section 1.03; provic~d, 
however, rhat the Trustee shall not be entitled to receive a Net Earnings Certificate 
hereunder if the Bonds of such series are to have no Stated Interest Rate  prior :o 
Maturity; and provided, furrher, rhat, with respect to Bonds of  a series subject to a 
Periodic Cffering, other than Eonds theretofore authenticaced and delivered. (.4) i: 
shall be assumed in such Ner E a n i q s  Qrtificate that none of such Bonds shall 
have a Stated Interest Rate  in excess of a maximum rate to be stated therein. and 
no Bands which would have a Stated In te ra t  Rate at the timc of the initial 
authentica~ion and delivery thereof in txcess of such maximum rate shall be 
authenti~zted and delivered under the authority of such Net Earnings Certific3to. 
and (B) the Trustee shall be  entitled to receive such Net Earnifigs Certificate oti!y 
once, a1 o r  prior to the tine of the firs! authentication and delivery of the  Bonds of 
such series (unless the a m p a n y  Order requesting the authentication 2nd de!ive~j 
of such Bonds is delivered o n  or after the date which is two years after the mozt 
recent Net Earnings Certificate with respect to such series was delivered pursuar.~ 
to this clause (iv), in which case this subcizcse (33) s!~all not apply); 



Seaion 1.03. Ner Earnings Cern'ficare; Adjusted Net Earnings; Annual Inremr Requiremen= 

A "Net Earnings Cemj5care" means a certificate si-ped by an Authorized 'Executive Officer 
accountant (who may b e  zn officer o r  employee o f  the Company), s i a t i n ~  

(a) the  "Adjured Net Earninp-" of the Qnpany for a period of twelve (12) 
consecutive calendar months within the eighteen (IS) calendar months immediately 
pieceding the  first day of the month in which the a m p m y  Order requesting the 
authentication and delivery under this Indenture o f  Bonds is: delivered to the Trustee, 
specifying: . 

(i) its oper4ing revenues (which may include revenues of the C o m ~ a n y  
subject when collected o;zcsm@ :o possiblc refund at a future dare): 

, 
(ii) its operating eqxnses, excluding (A) expenses for taus o n  ini0rr.e 

o r  profits a c d  other  tares measured by, o r  dep&dent on, net  income, (E) provisions 
for reserves for renewals, replacements, depreciation, depletion o r  retirement of 
property (or any expenditures therefor), o r  pr~visions for amortization o f  property, 
(C) expenses o r  ?r&ions for interest on any indebtedness of the Campany, for the 
amortization of debt discount premivrr!, expense o r  loss o n  rwcquired debt, for any 
maintenance and replacement, improvement o r  sinking fund o r  other device for the 
retirement o f  any indebtedness. o r  for other ainor:izadon, (D) expenses o r  
provisions ,For any noc-recurring charge to  income o r  to  retained e a r n i n s  of 
whatever kind o r  ilzrure   in dud in^ without limitation the  recognition of expense o r  
impairment d u e  to the  non-recoverability o f  assets o r  expense), whether o r  not 
recorded as a non-recumng charge in the Company's books of account, arid (E) 
provisions for any refund of revenues previously collected o r  accrued by the 
Company subject. t o  possible refund; 

(iii) the amount remaining after deducting the amount required to be 
stated in such cerrificatt: by clause (ii) zlbove irom the  amount required to  be s:ated 
therein by clause (i) above; 

(bj its other income, which amount rnay include any p r z l o n  of the  
allowance for funds used during construction and other  deferred costs (or any 
analogous amounts) which is not included in "other insome" (or any analogous 
item) ir. the Company's b o o b  of account; and 

(v) the Adjusted Net Earnings o f  the Company for such p-id of we lvc  
(12) consecutive calendar months (being the sum of  the  amounts required to be 
stated in such certificate by clauses (iii) 2nd (iv) above); and 

(b) the "Anquai Inreresl RequkmenrP, being the interes: requiremenis for oile 
year, at the respective Stzted Interest Rates, if any, borne prior :o Maturiry, upon: 

(i) all Bonds Oubtanding hereunder a t  the  date o f  such certificate, 
except any for the payment o r  redemption of which the  Bonds applied Eor are to be 
issued; pr~vide4 however, that. if Outstanding Bonds of any wries bear intcrest at 



a variable rate o r  rates, then the  interest requirement on  the  Bonds of such series 
shall be  d e t e m i n e d  by reference to the rate o r  rates in effect o n  the  day 
immediately preceding the date of such certificate; 

(ii) all Bonds then applied for in pending applications for new Bonds. 
including the  application in connection u i th  which such certificate is madz; provided, 
however, that  if Bands of any series are to besr interest a t  a variable rate o r  rates. 
then the interest requirement o n  the  Bonds of  such series shall be  determined by 
reference to t h e  rste o r  rates to  be in effect at  thc  time of the  initial authentication 
and delivery of  such Bonds; and provided, f ider ;  that t he  determination of  the  
interest requirement on  Bonds of a series subject to a Periodic Offering shall be 
further subject to the provisions of clause (iv) of Section 401(a); 

1 

(iii) -all Class "Au Bonds Outstanding under Class "Am Mortgages a t  the 
date  of such certificate.2xceptany Pledged Bonds and except any for the payment 
o r  redemption of  which the Bondsapplied for a re  to be  issued; provided, however, 
that. if the  Outstanding Class "r?" B o k - o f  a q  series bear interest at a variable 
rate o r  rates, then the interest requirement o n  the  Class "A" Bonds of such series 
shall be determined by reference to the rate o r  rates in effect on the  day 
immediately preceding the date of such certificate; and 

(iv) the  principal zrnount of all o ther  indebtedness (except (A) Pledged 
Bonds, (B) industrial development revenue bonds issued with respect to air o r  water 
pollution control. sewage or  solid waste disposal, o r  o ther  similar facilities of  the 
Ccmpany to t h e  extent that any other indebtedness of :he Company issued to 
support t he  repayment of such indebtedness is included i r~  Annval Interest 
Requirements pursuant to o n e  of the o the r  clauses of  !his definition, and (C j  
indebtedness for the payment of which the  Bonds applied f ~ r  a re  to  b e  issued and 
indebtedness secured by a Prepat4 L e n  prior to the Lien of this Tndenturc upon 
property subject to the Lien of this Indenture), outstanding on the  da te  of such 
certificate and secured by Lien prior ts the Lien of this Indenture upon property 
sub,jeci to t h e  L e n  of this Indenture, if such Indebtedness has been issued. assumed 
o r  guaranteed by the Company o r  if the Company custon~arily pays the  interest upon 
the  principal thereof; provided, however, [hat if any such indebtedness b e a n  interest 
ar a variable rare or  rates, then the interest requirement on  such indebtedr~ess shall 
LY determined reference Zc the rate o r  rates in effect on  the day immediately 
preceding thc  date  of such certificae. 

In 3ny case where a Net Earnings Certificate is required as a condition precedent t c  the 
surhcnrication and delivery of  Bonds, such certificate shall be  accompanied by a certificate signed 
by an Independent pubiic accountant if :he a z r e g a r e  principal amount o f  Bonds then appiied for 
pluq thc a z r e g a t e  principal amount of Bonds authenticatec! and delivered hereunder since: the 
comncnccment of the  then current calendar year (other than those with respect to which a Net 
Earnings Certificate is not  required, o r  with to  which a Net Earnings Certificate accompanied by 
a certificate signed by a n  Independent public accountznt has previously been furnished to the 
Trustee) is ten percent (10%) o r  more of the sum of (a) the  principal amount qf the  Bonds at the 
time Outstanding. and ( b j  the  principal amount of the Class 'A" Bonds a1 the time Outstanding 
other than Pledged Bonds. which certificate shall provide that such Independent public accountant 



has reviewed the Net Earnings Certificate and that such Independent public accountant has n o  
knowledge that any statements in such Net Earnings Certificate are not true; but no such certificate 
need be signed by an Independent public accountant, as to dates or periods not covered by annual 
reports required to  be  filed by the  Company, with respect to conditicns precedent which depend 
upon a state of facts as of a date o r  dates o r  for a period o r  periods different from that required 
to be covered by such annual reports. 

Section 1-04. Roperty Addin'oru; COX 

(a) "Propeq AddirionP means, as of any particular time, any item, unit o r  
element of property which at such time is owned by the Company and is subject to the Lien 
o f  this Indenture. Property Additions: 

(i) need not consist of a specific o r  compieted development, plant, 
betterment, addition, extension, improvement o r  enlargement, but may include 
construction work in p;iqiiss and property in the process of purchase insofar as the  
Company shall have acquired' iegal title to such property, and may include the  
hllov~ing: 

(.4) Fraclional and other undivided interests of the Company in 
property ouned  jointly o r  in common with other Persons, whether o r  not 
there a re  with respect to such property, other agreements o r  obligations o n  
the part of the  Company, if there is a bar against partition of such property 
which would preclude the sale of such property by any o r  all of such other  
Persons o r  the  holder or holden of any lien o r  liens on the interest of any 
of such other Persons in such property, without the consent of the Company; 

(B) engineering, ecorromic, environmental, iinancial, geoiogicsl 
and legal or other sumeys, data processing equipment and software, 
preliminary to o r  associated the acquisition o r  construction of property 
included o r  intended to be included in the Mortgaged Property, provided 
that any such properiy is not Fxccpted Property or, if it is Excepted 
Property. such property has been subjected to the Lien and operation of this 
Indenture as provided in Granting Clause Third: 

(C) pa~ ing ,  grzding and other improvements to, under o r  upon 
highways, b ~ d g e s .  parks o r  oiher public property of anaiogous c h a r m e r  
required for o r  in connection with the installation or repair of overhead, 
surface o r  underground faciIities and paid for and used o r  to be used by the 
Company, nobixhsianding that :he Company may not hcici legal title 
thereto; 

(D) property located over, o n  o r  under property owned by other 
Penons,  including governmental o r  municipal agencies. bodies o r  
subdivisions. under permits, licenses, caseinens,  franchises and oiher similar 
privileges. if the Company shall have the right to Ienove the same; 



NORTHWESTERN Pueuc SERVICE COMPANY 
P R E F E R R E D  S T O C K  C A P I T A L  

W E I G H T E D  A V E R A G E  C O S T  O F  P R E F E R R E D  S T O C K  C A P I T A L  
D E C E M B E R  3 1 , 1 9 9 8  T E S T  Y E A R  

Terms 
Line Date of Call Of Dividend 
No. Tille Issuance Price Convers~on Rate - -- 

1 Preferred Slcck (1) 

2 4 112% Series February 1947 $100.00 None 4.5% 
3 6 112% Series November 1995 100.00 (2) None 6.50% 

- Issuance Expenses -- Net 
Lirie Percenl of Nel Proceeds 
No. - - TiUe Amounl Gross Proceeds Proceeds Per Unil - - .  

4 Prelef~ed Stock 

5 4 112% Series $18,714 0.69 $2,567,316 $98.74 
6 6 112% Series NIA NIA 1,150,000 10O.GO 

Total at December 31,1990 

('1) No issue of lhe Company': Cumulative Preferred Stock is owned by an affiliate. 

( 2 )  Ncn -callable for [en years from dale of insurance. 

(3) Shares were issued lo the former slockl':dders of Myers Propane. 

Amount of Issue Prim To 
Par Or Public Gross 

Staled Value Per Share -- -- - Proceeds 

Cost of Money 
(Dividend 

Rale Divided 
ay Net Proceeds Amount Annual 

Per Unit) Outslanding --- Cost 

Undewnlers' Discount 
Or Commission 

Percenl of 
Amount Gross Proceeds 

5113,391 4.20% 
NIA NIA 

lssue 
Wered To 

Weighted Sl~ckholdeis 
Average Through Rights 

Cost Or To Public 

Public 
Stockholders 



Statement G 
P q a  10 of 10 

NORTHWESTERN PUBLIC SERVICE COMPANY 
COMMON STOCK CAPITAL 

SALES OF COMMON STOCK DURING FIVE YEAR PERIOD 
PRECEDING THE MOST RECENTLY AVAILABLE BALANCE SWEET 

DECEMBER 31,1998 TEST YEAR 

Line 
No, 

None 



Schedule G-I 

NORTHWESTERN PUBLIC SERVICE COMPANY 
STOCK DIVIDENDS, STOCK SPLITS OR CHANGES IN PAR OR 
STATED VALUE 'TWNSACTIONS DURING FIVE YEAR PERIOD 
PRECEDING THE DATE OF THE MOST RECENTLY AVAILABLE 
BALANCE SHEET AND BY MONTHS FOR THE TEST PERIOD 

PLUS SUBSEQUENT MONTHS AS AL'AILABLE 
DECEMBER 31,1998 TEST YEAR 

Line 
No. 

In May 4997, stcckhold~rs approved a two-for-one 
split in the Company's common stock effective 
May 19,1997. 



Llno 
bl0. -- 

1 

2 

3 

4 

5 

A 
7 
0 
9 

10 
1 I 
12 
13 
14 
15 
18 
17 

1004 

1005 

1096 

1007 

1000 

January, I808 
February, 1090 
March, 1000 
April, 1000 
May, !Q60 
June, iB0a 
July, 1000 
Augusl, 1000 
September, 1098 
Oclobe;, 1008 
November. 1000 
December. 10QU 

SG%dul~ G.2 
NORTHWESTERN PUOLIC SERVICE COMPANY 

COMMON STOCK INFORW4TIi)N 
DATA FOR FIVE GALENDM YL4RS PRECEDING THE 

END OF THE TEST PERIOD AND BY MONTH 
FOR THE TWELVE MONTHS OF'THE TEST PERIOD 

DECEMBER S1.1908 TEST YEAR 

kmuo l  Eernlngs Average Msrkel 
Avoraga Nunibor Eornlngs Per Avorage Per Shsre for the Diddencia e$ Price Based on 

of Shares Share for Flve Yo8re Leleal Reportiid Panual Dlvido?J o Parcent 
Oulotondlng' Preceding Ihe Tesl YE' Twelva Monlh Avero~i, Role Per Shore' - of Earnings High end Lows- Earnln~s Ralio DDidend Rauo 

15,354,404 $1.00 

18,261,182 1.11 0.88 70.20% 

17,040,244 1.28 0.82 79.08% 

17,642,511 1.31 0.07 74.05% 

17,842,704 
17,042,742 
17,642,524 
17,042,824 
17,842,624 
17,042,524 
17,842,833 
t7,842,320 
17,048,044 
17,654,891 
18,222,104 
18,850,018 

' Adjusted for Ilia Iws-for.onu elock splil in May l W 7  



SCHEDULE G-3 

NORTHb'ESTERN PUBLIC SERVICE COMPANY 
REACQUISITION OF RONDS OR PREFERRED STOCK 

DATA FOR EIGHTEEN MONTHS PRIOR TO FILING 
DECEMBER 32,1998 TEST YEAR 

Line 
No. 
1 None 



Consolidated Earnings to Common 

Average Common Shares Outstanding 

Earnings Per Shnre of Common Stock 



Line 
No. - 

1 
2 
3 
4 

5 
6 
7 
8 

NORTHWESTERN PUBLIC SERVICE COhjPAN'f 
OPERATION AND MAINTENAIKX EXPENSES - G4S - S9VTt-I ClAKOTA 

TWELVE MONTHS ENDED DECEMBER 31.1898 TEST YEAR 

Slalernont ti 
Page 1 of 4 

. - - -  
Descr~plion -- Januay- Feoruary March April Mey June J u l y  August 

MANUFACTUREDGAS PRODUCTION 
Operal~on 

Supervision B Engineering $ 1,040 $ 1,052 5 1.243 $ 1.039 $ 1,041 1 1,109 $ 1,202 $ 1,136 
Liquefied Potroleum Gas I%pwSeb 17 0 0 0 22 0 19 253 
Fuel foi  Liquefied Pelroleurn Gas Process 506 463 276 038 0 0 0 0 
L ~ ~ u e f ~ e d  Pel~oleurn Gas 0 132 0 2 0 0 0 0 
~l;cellanaous Producl~on Expenses 

Total Operal~on 

Mainlenance: 
Mainlenance Supervision R Eng~neer in~  
Ma~ntenance of Slruclures 
Malnlenance of Producl~on Equlprnenl 

Total Mamlenance 
Tolal Manufacured Gas Produmm 

OTHER GAS SUPPLY 
Nalural Gas Cily Gale Purchases ' 3.750.064 3,194,435 2.933.933 2.397.395 892.300 489.299 402,628 306.910 

p-ppp-- 

DISTRIBUTION 
Oparalion: 

Supawision B Enginaering 
Load Cispaiching 
Mains & Services Expenses 
Meesuring B Reguliiling Stalion Expenses . Gonnrsl 
Messuring B Regulaling Slation Expnlises - City Gate 
Melers B House Regulalor Expenses 
Customers Installation Expenses 
Olher Expenses 
Ren:s 

Tolal Operalion 

Mamienance 
Matnlenance Supenwion B Englneer~ng 
Mamlenance of Sl~uclures 
Ma~nlenance of Mams 
Ma~nlenance 01 FAsasur~ng & Reg Sli, Equ~p 
Mamlenance of Msssufmj B R(q  Sla f qu~p  
Maintenance of Sorvtces 
Ma~nlenance of Melers I% H o ~ m  Rcgdalors 

Tolal Mamlenance 
lo la l  D~slr~bul~or: Expons66 

' Includes Delerrod Gar Coal kdjustrncnls 

5.721 
6 

1,417 
- General 2,581 
- Clly Ga:e 24 1 

2.367 
15.442 --- 
27.775 

I 188L109 



l*iOR'rHWESTERN PUELlC SERVICE COMPANY 
OPERATION AND MAINTENANCE EXPENSES - GAS - SOUTH DAKO'IA 

TWELVE MONTHS ENDED DECEMUER 3l,lC98 TESl YEAR 

Pro Forna 
Total AdJustmcnls 

Ad;usted 
Amount 

Line 
NO. -"- 

1 
2 
3 
4 
5 

6 
7 
0 

9 
'0 
1 1  
12 
13 
14 

15 
16 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

29 
30 
31 
32 
33 
34 
35 
35 
37 
38 

M~sccllanaous Producl~on Ekpenses 
Total Oporal~ori 

Mmlonance: 
Malnlenanco Supo~lslon B Englnaorlng 
Malnrenance of Slruclure; 
Mainlenance ol Pruduclion Equlpmenl 

Tclal Maintenanca 
Tolal Manufacured Gas Produclion 

OTHER GAS SUPPLY 
Nalural Gas. City Gals Purchases ' 

DISTRIBUTION - 
Oporat~on, 

Supervision B Engineermg 
Load D~spatchtng 
Malns B Services Expenses 
Measurcng 8. Ragulalmg Slat~on Expensos - General 
Measurmg B Regul~!lng Station Expenses - C~ty Gate 
Me!ers B House Ragdlstor Expensos 
Custoiners lnstallal~on Expenses 
Olher Expenses 
Renls 

Tobi @perallon 

Malnlenance 
Mainlenance Supo~lslon B Englneerlng 4,923 5,392 5, 130 5,380 
Ma~nlenance 31 S1:ucIures 0 0 0 0 
Ma,nlenan:e 01 ~ h n s  1,493 1,511 1,644 3.042 
Mainlenance of l&asurrng 8 Reg Sta Equlp - Generai 854 22 1 90 23 
M h i f l l b n ~ r l ~ ~  01 Measurirg R Rag Sla Equ:p - C~ ly  Gale 0 199 109 74 
lvlairilanance 01 Ss;v~cas 1,469 1,770 2,156 3,270 
Ma~ii lene~ce of Uoicirs 8 House tinpulnlors 6,576 9,583 6,616 (2 1,153 

Total Wa~ntenarice 15.315 18,676 15,745 (9,4661 
Tom1 Dtstrib;:kon Expensos $ 132.246 $ 161,950 B (106,126) S W,404 

Includes Delened Gas Cos! Adjuslrnents and MGP Removal Cost Adjunlmenl obrncrtiza!ion 



Line 
No. No. -- 

1 
2 
3 001 
4 902 
5 903 
6 004 
7 905 
8 

9 
10 
11 907 
12 908 
13 909 
14 910 
i 5 

16 
1 7  
18 911 
19 912 
20 913 
21 916 
22 

23 

24 
25 920 
26 321 
21 922 
28 923 
29 924 
30 925 
31 926 
32 928 
33 930 1 
34 930 i 
35 931 
36 

3 7 
38 932 
39 

a0 

NORTHWESTERN PUBLIC SER'JISE COMPANY S1a:einent H 
CPERATION AND MAINTEN4NCE EXPENSES . GAS. SOUTH DAKOTA Page 3 01 4 

TWELVE MCNt t IS  ENL>EL) DECEMBER 31 1998 TEST YEAR 

1 9 9 8  

--- Descr~p l~on  _ , . -  Januarv -- F e b r ! : : ~  March Aprd - May June July Avgust -- 
CUSTOMER ACCOUNTS EXPENSE 
Operation: 

Supervwon $ 13,200 9 12,261 $ 13,185 $ 13,648 8 13,081 $ 13.987 $ 10,123 % 12,591 
Meter Read~ng E ~ ~ e n s e ;  23,132 19,029 20,764 2 1,029 18.966 20,691 30,916 21,232 
Ct~slomer Records R Collecllon Expenses 33,t307 34,532 37,215 33,148 31.185 39,373 35,357 36.192 
Uncollect~ble Accounls 10,728 10.62 1 8.984 7,353 5,831 4,819 5.227 5.1 57 
M~scellaneous Cusloriier Accou~lis Expenses 

Total C u s l o m r  Accounls Expense 

CUSTOMER SERVICE AND INFORlvlATION4L EXPENSE.- 
Operat~on. 

Superv~sron 508 693 51 2 566 523 566 596 544 
Cbstomer Ass~slance Expense 92.1C-4 90,713 90,369 90, i 03 89,273 89.649 89.374 89,398 
lnlorrnal~onal R Inslrucl~o~:al Adver l~s~ng  Elpense 3.281 2.096 3.289 1.075 989 1.075 866 1.123 
M ~ s c  Cus~orner Serv~ce & Informst~onal Expense 97 1 3,237 625 1 !38 1,395 834 -- 905 - 1 510 

To:-! Cus:oiiie; Serwcts 5. In lo rn~a t~ona l  Exnense 93,924 56,759 34,995 92 895 92.180 92,124 91.735 92.655 

SALES EXPEtiSE 
Operallon 

Superv~sion 0 0 0 0 0 0 0 0 
Cemonstrat~ng & Sell~ng Expenses 0 0 0 0 0 0 0 0 
A d ~ e i l t s ~ n ~  Ekpenses (38G) (72 1) (702) (700) (666) 912 51 5 ii 
~ isce l la i~e&s  Sales rxpeiw?s 

Talsl Sa!es Eapense 

ADMINISTVATIVE AND GENERAL EXPENSES ---- 
Operat~on. 

Xdrn~n~slrat~vcr & General Salares 
Ol f~ce Sdpplies & Expenses 
Adn~rn~s t ra l~vc  Expcnses Transferred Cr 
Ou ls~oe  Serwcas Elnployed 
Prcperty Insurance 
i n l u r ~ e i  & Damage: 
Employee Pensloris & Benefits 
I?egulalor)r Cumrn~ss~on F rpenscs 
General 'dverl~s~ng Erpenses 
h ~ ~ s c e l l ~ n e o u i  General Frpenses 
Iklll~ 

l o l a l  Operal~on 

Maintcnancc 
Matnlenancr? o l  Genera Pldril 2G-696 23 135 21,124 22 523 20.920 3 C . O c  22.756 24 992 -- ---- 

Tola A ~ r r i ~ o ~ s l r a t i v c  C Gcrterhl Expenses !93.657 191,073 276.657 193.214 246 743 230.402 2 15.593 ,252 712 



NORTHWESTERN PUBLIC SERVICE COMPANY 
OPERATION AND MAINTENANCE EXPENSES - GAS - SOUTH DAKCTA 

TWELVE MCNTftS ENDED DECEMBER 31,195J TEST YEA3 

Stelsmenl t i  
Pngo 4 014 

1 9 9 8  
Novomber October ~ecember '  Tolnl 

Pro Forma 

- Ad~uslmonls 
Line 
No. - 

1 
2 
3 
i 
5 
6 
7 
B 

9 
10 
11 
12 
13 
14 
15 

18 
17 
18 
19 
20 
2 1 
22 

23 

24 
25 
20 
27 
28 
29 
33 
3 1 
32 
33 
34 
35 
36 

37 
38 
33 

40 

No. - 

90 1 
902 
903 
804 
805 

m 7  
908 
90C 
910 

91 1 
912 
913 
916 

920 
92 1 
922 
523 
a24 
925 
926 
928 
930.1 
930.2 
93 1 

W:! 

-- Description Soplornbor 

CUSTOt,tER ACCOUNTS EXPENSE - 
0oe;:lion: 

Suporvlslon 8 12,141 
Meler Rending Expenses 20,668 
Cuslomo; Records $ Colloclion Exp~nsos 31,181 
Uncolloctiblo Accndnls 5,060 
Miscellaneous Clrlilomer Amun ls  Expanses 662 

'lolni Cus:omor Accounls Expanso 69,712 

CUSTOMER SERVICE AND INFORMATIONAL EXPENSE 
Oporal~on: 

Supervision 594 
Cu3tomer Assislanco Expenso 89,133 
Informational S tnsl~ctionnl A3veflising Expense l,lL% 
Mlsc. Cuslomer Servlco 8 lnformalbnnl Expense 1,575 --- 

Tolnl Customer S o n i c ~ ~  8 lnformotion~l Expmso 92,438 

SALES EXPENSE 
Oporation: 

Supervision 0 
Demonslrating 8 Selling Exponsos 0 
Advortisiq Expenses 50 
M~scellanoous Sales Expanses 0 

Total Sales Expense 50 

ADMINISTRAlIVE_AND GENERAL EXPENSES 

Operahon. 
Adm~niutrnt~vo 8 Gononl Salsr~os 
Olfico Supplielieu il Exponsros 
Adrnin!slrnllve Expneoe Trnr,sierrod . Cr 
Oulsldo Services Employ~d 
Proporty Insurance 
lnj~~ries 8 D3magon 
Empicyoe Pensions 8 Bcrnoflls 
Fkgulalory Cornmisslon Exponsos 
General AdvoNslng Exponsoa 
Il~scollanews Genaral Expensos 
Ronts 

Tolai Opornlion 

Maintenance: 
?Aain!eoanm of General Piar:: 

Tolal Administra!ivo B Geneiai Expenses 

Tolal G65 Operation & Muinlenmco Expanses S 695.909 $i 1,204.640 S 1,997,256 S 2,761,603 $ 25,549,790 5 2,090,270 S 23,531,265 



Page 1 of 2 

Llno 
No. 

1 
2 

3 
4 

5 

6 
7 
8 

9 
90 
11 
12 
13 

14 
15 
16 

NORTHWESTERN PUBLIC SERVICE COMPANY 
ADJUSTMENTS TO OFERATION AND MAINTENANCE EXPENSES 

DECEMGER 31,1998 TEST YEAR 

Doscription 

Elrartur;f- 
Operatlon: 
Labor 
Other 

Maintenance: 
Labor 
Olhar 

Total 

Operation: 
Labor 
Olher 

Malnlsnence: 
Lr bor 
Other 

Total 

Total 
Pro Fornia 

Adjustments 
Adjusted 
Amount 



Schedule H-1 
Page 2 of 2 

Line 
No. -- 

1 

2 
3 
4 

5 

5 

7 

8 

9 
10 

11 
12 

13 
14 
15 

16 
17 

18 
19 

28 

21 
22 
23 

NORTHWESTERN PUBLIC SERVICE COMPANY 
ADJUSTMENTS TO OPERATION AND MAINTENANCE EXPENSES 

DECEMBER 31,1993 TEST YEAR 

Description -- 
G L k S m m 9 - m  

Operation: 
Labor 
Other 

Total 

m ? - c e  & Informational&gzxms 
Opera!icn: 

Labor 
Othet 

Total 

Operation: 
Labor 
Other 

Total 

. . -vo 8 G e w m  

Operation: 
Labor 
Other 

Vaintenance: 
Labor 
Other 

To!al 

Total 
Pro Forma 

Adji~stments 
Adjusted 
Am0l~nt 



NORTHWESTERN PUBLIC SERVICE COMPANY 
PURCHASED GAS COST 

DECEMBER 31, 1998 TEST YEAR 

Please Refer to Exhibit - (TPH-I) Schedules Nos. 2 and 2.1 



Schedule H-3 
Page 1 of 6 

NORTHWESTERN PUBLIC SERVICE COMPANY 
WORKING PAPERS FOR LISTED EXPENSE ACCOUNTS - GAS - SOUTH DAKOTA 

ADMINISTRATION EXPENSES TRANSFERRED - CREDIT 
DECEMBER 31,1998 TEST YEAR 

Line 
No. - 

Payroll and Expenses 

Per Pro Forma 
Books Adiustment 

Adjusted 
Amount 



Line 
No. - 

Schedule H-3 
Page 2 of 6 

NORT HWESTERN PUBLIC SERVICE COMPANY 
WORKING PAPERS FOR LISTED EXPENSE ACCOUNTS - GAS - SOUTH DAKOTA 

EMPLOYEE PENSIONS AND BENEFITS 
DECEMBER 31,1998 TEST YEAR 

2 Pension Expense 

3 VIP Plan Expense 

4 ESOP 

5 Healfh Plan Expense 

6 Group Life Insurance 

8 Other 

9 Total 

Per Pro Forma Adjusted 
Books --- I_ 

Adjustment Amount 



NORTHWESTERN PUBLIC SERVICE CCWIPANY 
WORMING PAPERS FOR LISTED EXPENSE ACCOUNTS - GAS - SOUTH DAKOTA 

REGULATORY COMM!SSION EXPENSE 
DECEMBER 31,1998 TEST YEAR 

Line 
No. 

Per Pro Forma 

-- Books Adjustment 

a .  

Account 928 Reaulatory C o r n ~ ~ ~ s s l a n  

Miscellaneous Expense 

Total 

Schedule H-3 
Page 3 of 6 

Adjusted 
Amount 



Line 
No. 

"I 

NORTHWESTERN PUBLIC SERVICE COMPANY 
WORKING PAPERS FOR LISTED EXPENSE ACCOUNTS - GAS - SOUTH DAKOTA 

DUPLICATE CHARGES - CREDIT 
DECEMBER 31,1998 TEST YEAR 

Par Pro Forma 
Books Adjustment 

Adjusted 
Amount 

$ - 0 
J 



Line 
No. 

Schedule H-3 
Page 5 of 6 

NORTHWESTERN PUBLIC SERVICE COMPANY 
WORKING PAPERS FOR LISTED EXPENSE ACCOUNTS - GAS - SOUTH DAKOTA 

MISCELLANEOUS GENERAL EXPENSES 
DECEMBER 31,1998 TEST YEAR 

Per Pro Forma Adjusted 
Books Adjustment Amount 

Account 930.2 Wiisceilaneous Genera 

Industry Association Dues $ 25,960 (3,043) 22,94 7 

Research I 0 0 0 

Reports 

Stockholder's Services 

Director's Expense 

Development Expense 

Other 

Total 



Line 
No. 

1 

2 

3 

4 

5 

6 

7 

a 

11 

12 

Schedula H-3 
Page 6 of 6 

NORTI-SWESTERN PUBLIC SERVICE COMPANY 
WORKING PAPERS FOR LiSTED EXPENSE ACCOUNTS - GAS - SOUTH DAKOTA 

ADVERTiSiNG EXPENSE RECORDED IN ACCOUNTS 909,913, AND 930 
DECEMBER 33 , 1998 TEST YEAR 

Per Pro Forma Adjusted 
Books Adjustment Amount 

Safety 
!' 

lnforrnational 

Required By Law 

Promotional 

Institutional 

Rate Justification 

Other 

Total 



OPERATINO REVENUES PER 0 3 0 K 6 . 0 4 8  - SOUIH DAKOTA 
DS-CEMBER 3 1 , l W  E S T  YEAR 

Tranrporl Gas 8 M d  
0-f Gas Rsvarvtas 





NORTHWESTERN PUBLIC SERVICE COMPANY 
DEPRECIATION EXPENSE-GAS-SOUTH DAKOTA 

DECEMBER 31, 1998 TEST YEAR 

Reference is made to Exhibit -- (TPH-I), Schedule No. 5 

Statement J 



02/03/99 

NOiiTHWFSTERN PBULIC SERCICE COMPANY 
EXPENSE CIIARCED OTHER THAN PRFSCRIDFD DEPRECiATION-GAS-SOtIn-1 DAKOTA 

DECEMBEP 2:. 1998 TEST YEAR 
SCHEDULE J-l 

Q V ) A T A \ I E S ( O ~ A T E F I L E , l W T U , A T A  

fiur?BBIEE ?BMum m i  

WCONCILIATION OF PI .ANT BALANCES DECEMBER MARCH JUNE SEPTEMBER 

ON WHICH DEPRECIATION IS CALCULATED 1 W7 15W 1998 1998 

TO I'LANT IN SERVICE BALANCES : I  BALANCE WiLMfcL I)AI.ANCc RA1,ANCE - 

BALANCI: ON WHICH STATEMENT J DEPRXIATION 
IS CALCULATU) 38.437.129 38,777,478 4 0 3 8 . 6 9  40,473365 

ADD. NON D!3'RECIABLf ?ROPERN 1342.304 1.227.808 1,263308 1,200.487 

MISCELLANEOUS INTANGIBE PLANT 2.93 1 2.93 1 2.931 7.327 

LIMITED ELSA INVESTEIENT ,'MOP.TIZD 0 0 -- -- 0 - -- - - . - 0 - -- 

TOTAi PLAHT IN SERVICE BALAl ICE PER 
SCHEDULE D-3 39,782.364 40,008,217 41.6142!.- 4 1,61I,179 -- - - - -- -- -- - - - -- - -- - - ---- - - -- - .- - - -. . 

I1 BALANCES ARE NClT RECONCILED TO STATEMENT D AS PER FILING INSTRUCllONS AS TflE COMPAN'I'S 1 

PROCEDURE IS TO BASE DEPRFCIA nON FOR A CALENDAR QUARTER UPUN UEPQEC!ABLE PLANT IN 
SERVICZ B A W  CES AS OF THE BECilNNlNG OF THE QUARTER 1 I 

NOTE- DEPREGATION CHARGED TO OTHER THAM PRESCRlBED EXPENSE ACCOUM'S IS DETAILED ON 
STATEMFdT J 

/ 

1 



Lma 
No. 

1 
2 
3 
4 
5 
6 
7 

8 
9 
10 
1 1  

12 
13 
14 
15 
16 
17 
18 

Operating Revenue 
Operating Eqnses:  
Operation 8 Maintenance 
Depredation 8 Amortizaiion 

Taxes Other Than Income Tax= 
Total 

Operating Income Before I m e  Toxes 

Other Income - Net Betore Income Taxes 
And Excldng AFUDC 
Interest Charges. 
Long-Ten 

1 Arnc/rtizetion of D&t Discounl8 Expense 
Comercial Paper 
Customer Deposits 
Refunds 
Mher 
Total 

Book TaxaS!e Income 

-i*d ----- - - -- 

Statement # 
Page 1 of 7 

Northwestern Public Service Company 
lncome Taxes as Recorded a n d  as Adjusted 

December 3 1. 1 998 Test Year 

As Recorded 
South Dakota Pro Forma SD 

Electric Gas Nebraska Adjustments Adjusted 

b 78,414,964 $ 29,804,685 5 30,03S,515 $ 5,960,501 $ 35,765,186 

35,982,433 25,540,795 27,341,633 2,990,265 2&31,080 
11,869,516 1,665,371 1,104,?08 (48,581 ) 1,616,790 
5,.W,701 71 5,772 174,252 261,247 $77.019 
52,807,6€0 27,921,938 20,620,593 3,202,331 35,124,669 - 
25,607,304 1,882,747 1,412,922 2,757,570 4,640,317 - 

12,644,987 1,576,197 1,095,323 (427,924) 1,148,273 
2!i4,.W 28,399 19,735 23,399 
683,336 94,570 65,718 94,.570 
32,652 4,519 3,140 4,519 

(25,478) (106,957) (74,326) (10S.M7l -- -- 
i3,589,a,s3 1,59~,728- - 1,109,!~1 (427,921) 1,la.m 

$ 12,017,61 $ 286,019 S 303,332 9 3,185,494 5 3,471,513 

A-*. 

%.'t 



Northwestern Public Sewice Con~pany 
lnconx Taxes as Recorded and as Adjusted 

December 3 1, 1938 Tsst Year 

Line 
No. -- 

Adjustments For Federal Tax Purposes. 
Depreciation 
Non-deduct~ble SlSP prenilunis 
Environnien',al Clean-up Aiiiortuatton Reversal 
Spousal Travel Divailowance 
FPCSSP Pmmiuriis 
LobSy~ng Expens@ Disallowance 
Municipal Bond Interest 
State Income Taxes - NE 
State lnconio Taxes - ND 
S!SP Ret~rernenVDeaih Bs~e f i t  Payments 
FPCCSP Death Benefit Payments 
Defened Power Costs 
Deferred Gas Costs 
Nonqual~fied Retimnmt Plan Costs (Payments) 
Travel 8 Entertainment Expens@ Disallowance 
Coninbution in Aid of Consirxtion 
Prefemd Stock D~v~rlend Pa~d  Deductton 
Net Tax Deductl~n (incme) From Safe Harbor Lease 
Arno~l~ztat~on of Syn Flnanctng Costs 
Copttai Tn~r,t Dwidend Ificome 
Non-tnxabis Insurance Proceeds 
Addrtisnsl ESOP Contnbut~ons 
ESOP D~wdands Pa16 CIeductrsn 
Long-term Dlsab~lrty Bencfii Payments 

Total 
Federal :axable Income 

As Recorded 
South Dakota 

Electric Gas 
Nebraska 

Gas 

146,749 
95,941 
81.016 

2.952 
103,030 

10.332 

(123,335) 

(15,462) 
21.102 

(230,757) 

14,760 
13,459 
(6.908) 

(54.163) 
(1 15.745) 
(210,704) 

(1 1.233) 
(278.977) 

23,354 

Statement K 
Page 2 of 7 

Pro Forma SO 
Adjustnients - Adjusted 



Lino 
No. -- 

1 
2 
3 
4 
5 
6 
7 
9 
1 0 
11 
12 
13 

14 
16 
17 
19 

Federal lnconio TRX ljeforn Adjuslmallts 
Adjuslnianls 

Deferred Tax Cmdlt 
No~mdllzlng Tln\i!ig Dlf fe~ncu (See Dotall following) 
TNQ-up AdJuslmont to 1997 Tax Reluni 
Fedo~al Inconrs Tax AdJusfmenl 
ESOP TRX Entry 
Sak Harbor Loaso Dofenmi Tax Benehl 
Non-Qual Ret~reniont Plan Costs 
h+iscellanwus 

Total 
Federal Incwio Taxes. Currenl 

Nonnalizallon of Cunent Timing D~rforencev 
D e k m d  Power Co?ts 
D e k m d  Gds Cost3 

Tolal 

Slatomanl K 
Page 3 of 7 

Northwestom Public Servica Company 
Income Taxes Fiecarded and as Mlusled 

Dcc~n?ber 31, 1998 Test Yebr 

As Hwrdod 
Gas SO Gas SO Gas 

ElecHc -- SWM Oakols Nebiaska ___ G t ~ r  Total Ad]uslments_ A3 Adjualed 

Nota: AllocaUons om mado on the follovkig basis, 
(1) Direct 
(2) 'F' ~,bs~s, Net Plnni In ScMw ol Decumbor 31, 1998 
(3) Four Factor 





Statement K 

Lino 
No. 

Page 5 of 7 
Northwestern Public Servlce Company 

Adjustments - Statement K 
December 31, 1998 Test Year 

Gas 
Electric South Dakota Nebraska - Total 

1 Adjustment Consists of 

2 Normalize ESOP Dividends Paid Deduction 501,876 166,560 11 5,745 784,181 I 

3 True-Up Adjustment Applicable to 1997 Tax Return (1,931,478) (61 3,685) (426,459) (2,971,622) 

4 Federal Tax Adjustment 293,566 57,421 67,699 458,686 

5 Normalize Timing Differences 577,048 116,228 00,708 774,044 

6 
I 

R~unding 0 
/ 

Total 



Statement K 
Page 0 of 7 

Northwestern Public Servlca Company 
Ad]uslmanls - Slolement # 

December 31, 1998 Test Yoar 

Breakdown af Cirrrent Tax Provlslon in True-Up Adjustment Between Neb-SD 

Llne 
No. -- South Dakota -- Nebraska ---" Total 

1 Add (Deduct): 
2 Current Provislon of Tax Dep Less Than (In Excess of) Book 
3 Deferrod Directors' Foes 
4 DRIP Adrnlnisi~atlve Expa~so 
5 N/Q Retirement P!an Payment Costs, N6l 
8 Meals & Entertainment Dlsallowanco 
7 Long-Term Disability Banefit Liabllily 
B Oyeraccrual of Property Taxes 
9 Overaccrual of Penelon Expense 

10 Underaccrual of Partnership l n c m  
11 Bad Debts 
I?. General Reserves 
13 / Penalties 
14 Lobbying Expense Disallowance 
15 Deferred interest 
16 Tax Revenue Greater (Less) Than Book 
17 RetlremenffDealh Beneflls Pald Out (FPCCSP & SISP) 
18 Arnortlzalion of Loss on fiencqulred Debt 

, 1Q Environmental Clean-Up 
20 Non-Taxable Insurance Proceeds 
21 Long-Term Disability Bsnefil Payrnenls 
22 Capiial Trust Dividend Income 
2 3 Phantom Stock 
24 Lose on Rollrornent of Flxcid Assets 
25 ADR Dlsmantlmg Costs 
26 Vacation Pay 
27 Adjuatnlent for Grsduated Rstos 
26 AMT.? 
20 L-ow-Income Hous lq  CredlZ 



Northwestern Public Service Company 
lncome Taxes - Gas - South Dakota 

As Recorded and as Adjusted 
December 31, 1998 Test Year 

Statement K 
Page 7 of 7 

Provision 
(Amortization) 

Line During As 
No. -- Debit Ciedit ---. Test Year Adjustments Adjusted 

1 Provision for Deferred Income Taxes $1,421,419 

2 Provlsion for Deferred lncome Taxes-Credit 

3 Net Provision for Deferred lncome Taxes 

7 Investment Tax Credit Adjustment, Net 



Schedulo #-I 
Page 1 of 10 

Line 
No. -- 

Northwestern Publlc Service Company 
Working Papera for Federal Income Taxes 
Reconcill~tlon of lncome Per Oooks With 

Income Per Return for the C~lendar Year 1994 
December 31, lQQ8 Teat Year 

- Dcscrlplion NWPS 

Net Incorna Per Books $12,411,832 

Federal Inmme Taxes 

lncoma Subject to Tax Not Recorded on Books This Year: 
Tax Dividends Gretiler Than Book 
Safe Harbor Lease income 
Contribution in Aid of Construction 
Dividends 
Emission Aiiowsnce 

9 Expenses Recorded on Books This Year Mot Deduction In This Return: 
10 DRIP Administration Expense 

/ 
64,935 64,935 

11 Safe Harbor Laass Amortization 322,468 322,468 
12 Insuranw Premiums 594,004 594,004 
13 Deferred Director Fees 56,030 56,030 
14 Deferred Power Costs 250,728 259,728 
15 Accrued Vacation Pay 9,157 59,828 68,983 
16 'Penalties 3 a02 
17 Long-Tom Disability Liability 165,188 165,188 
18 Amortization of Loss on Reacquired Debt 140,569 i40,569 
19 Death Benefit Llabllitv 72  R i 7  77 R I ~  

20 Overaccrued State Income Taxes 82,244 02;244 
21 Deferred Gas Costs 1,091,903 I nai wn 
22 Lobbying Expensa 62,845 
23 hferred lntsrest Costs 10,560 10,SO 
24 Meals and Enterlainment Disallowance 64,702 62,833 
25 Spousal Travel Disallowance 10,000 10.000 
26 Prow in Excess of Charges - Bad Debts 
27 UNICAP Adjustment 

28 Total 



Line 
N 0 

1 
2 
3 
4 
5 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
16 
1R 
20 
21 
2 2 
23 
24 
2 5 
26 
27 
28 

29 

30 

Northwestern Public Service Company 
Working Papers for Federal lncome Taxes 
Reconciliation of lncome Per Gooks W~th 

lncome Per Return for the Calendar Year 1994 
December 31, 1998 Test Year 

Description 

Income Recorded on Books This Year Not Included in This R a t m :  
Tax-Exompl Interest 
Insurance Proceeds 
Amortization of Gain From Asset Retirement 
Tax Ravanu~ Less Book 

Deduct~ons in Thie Return Not Charged P.gainst Book Income This Year: 
Depreciation 
Tax Less Than Book Partnersh~p lricome 
Accrued State lncome Taxes 
ESOP Div~dends Paid 
Add~ticnal ESOP Contr~bul~on 
,Death Benefit Payments 
Retiremsnt Benef~t Payments 
ADR Dismantlrng Costs 
Pension Expense 
Environmental Tax 
Loss on Fixed Asset Ret~rements 
CNG Expense 
Environmentnl Ciean-Up Expense 
General Reserve Charges 
General Reserve - Other 
Nonqual~f~od Deferred Comp Payments 
Nonqual~f~d Ret~remenl Plan Payments 
Prepaid Insurance Costs 
FSC Commission 
W6rronty Chargss Groator Than Provis~on 
Advertis~ng Expense 
Itxenlory Adjustment 

Total 

Scheiiu!e K-1 
Pago 2 of 10 

Subsid~aries Consolidated 

$65,269 $167.932 
47.331 

925.644 
70,841 $1,211,748 

2,409.978 
20 

50,000 00 431,592 
1.004 969 

541.136 
81 .!I60 

399.648 
106.810 
837.903 

25.710 
830.772 
150.874 
865.274 / 

423.650 00 1,212.161 / 

110,902 
24.047 

8,090 
74,725 00 74.725 

207,314.00 207,314 
24,637 00 24,637 
83.592 00 83.592 
61.821 00 61.321 9,493,025 

991.008 00 10,704.773 00 

NWPS -- 

$102,663 
47,331 00 

925,644 00 
70,841.00 

2,409,978.00 
20 00 

381.582 00 
1,004,969 00 

541,136 00 
81,060 00 

399,648 00 
106,810 00 
837,903 00 

25,710 00 
830,772 00 
150,874 00 
865.274 00 
708.511 00 
11 0,002 00 
24,047.00 

8,090 00 

-- 
9,713,765 00 , 

$15.103.375 



Line 

Northweslorn Publlc Service C~mpsny 
Workmg Papers for Foderd lncome Tuxes 
Reconctl~alion of lncome Per Books Wtlh 

lncome Per Relurn for \he Calendar Ycnr 1995 
December 31. 1998 Test Y e ~ r  

Description 

Nel lncome Per Books 

Federal lncome Taxes 

Income Subjecl lo Tax Nol Recorded on Books This Year 
Safe Harbor Lease lncome 
Contiibult~n In Aid of Construct~on 
D~v~dends 
Ernlsston Allowance 
Minor~ly lnlorosl 
NGC Vanagemonl Fea 

Expenses Recorded on Bmks Th~s  Year Nol Deducllon In Thls Relurn 
Deprociol~on 
Travel & Entertoinmenl 
Ovor Accrued Property Taxes 
DRIP Adm~nietralion Expenso 
Safe Harbor Lease Amortirolton 
lnaurenca Premiums 
Deferred D~rector Fees 
Deferred P ~ N o ~  C O S ~  
Accrued \/nwtlon Pay 
Penalties 
Long-Term Dlsnbil~ly Llabillly 
Amorl~zal~on of Loss on Reacqu~rod Deb1 
Nonqualliied Deferred Compensation Plan 
Dealh BeneRl Ltabllily 
NonqusliRad Reliramenl Plan Benefits 
Overoccrued Stele lncome Taxes 
Deferred Gas Cosls 
Lobbying Expanse 
Deferrd lnlorosl Cosls 
Spo~~ra l  Travol Dtsoilo:.an.e 
Prov rn Excess cf Charges - Bad Debts 
UNICAP Adjustmo~:l 
Invenlory Adjuelmml 
N A T  Worrenty Chzrgo 
Amortizal~on 

NWPS Substd~nr~os Co~solldated 

$18,108,694 S1.160.890 $19,269,584 

8.249.902 526,500 8,776.492 



Norlhw~slern Publlc Servlce Company 
Working Papers for Federal Income Taxes 
Reconciliation of lncome Per Books With 

income Per Return for the Calendar Year 1995 
December 31, 1998 Tesl Year 

Line 
No. , Descriplion 

1 lncome Recorded on Eooks This Year Nol included in This Return 
2 Tax-Exempt lnteresl 
3 Tax Revenue Less Than Book 
4 Tax Dividends Less Than Book 
5 Insurance Proceeds 
6 Tax Less Than Book Partnership lncome 
7 Amoriizalion of ESP Sale Gein 
8 Book Gain on Sale In Excess of Tax 
9 Management Fee lnocme 

I 10 Equily in Subsidiaries 
1 11 Miscellansous Inc Rec on Bks Not Inc Ret - Other 

Deductions ~n Th~s Relurri Not Charged Agalnsl Eook lncome This Year 
Deprec~al~on 
Tax Less Than Book Parlnership lncome 
Parued Slate lncome Taxes 
ESOP Dividends Pald 
Add~llonal ESOP Contribution 
Long-Term Dlsabil~ly Paymenls 
Death Benefit Paymenls 
Reliremenl eenefit Paymenls 
ADR Dismantlmg Cosls 
Pension Expense 
Environmenlal Tax 
Loss on Fixed Assel Rel~remenls 
Under Accrued Slale lncome Taxes 
Accrued Vacalion Pay 
Env~ronmenlal Clean-Up Expense 
General Reserve Charges 
Nonquakfied Rel~remenl Plan Paymenls 
Convent~on Prepaid 
Goodw~ll WIO 

. FEjC Commlss~on 

NWPS 

S179.225 
746,757 

337,764 

501,390 

2,405,892 

1 ,806,574 
45,043 

382,792 
1,077,040 

579,943 
93,819 
74,935 

403,872 
51,959 

987,566 
26,875 

439,270 
74.981 

3,741,361 
239.724 

463 

14 298.045 

519.450.i342 

Schedule K-1 
Page ,4 of 10 

Subs~d~aries 

5105.250 

87.793 

6,603 

262.702 
1,240,000 

551,472 
13.310 

52.847 

90.183 

55.936 

18 170 
26 462 
65,674 

2.574 292 -- 
(54~00, 

Consolidaled 



Schedule K-l 
Pogo 5 of 10 

Line 
No. 

Norihweslorn Public S e ~ i c o  Company 
Worklng Pnpars for Fodorol lncomo Tnxos 
Rocondlirtliorl of lncome Per Bcc!hs W~th 

lncomo Par Rolurn for llle Calendnr Yoar 1996 
Docembar 31, 1896 Tesl Yoar 

Nel lncome Per Books 

Federal lncome Taxes 

lncome Subject lo Tn? ?!st Zocordod on Books Thls Year: 
Tax Revenue Grealer Thnn Book 
Safe Harbor Lease lncomo 
Conlnbullon in Aid af Conslructlon 
Tax Excoeds Book Partnorship Income 
NGC Manngemenl Fee 
Goln on Rodempllon of Syn In;. Preferred Slock 
lnloiasl lncomo SYN, Inc 
Deferred Tank Rent 
Gain cn Redamplion of CGI Holdlr~s PS 
CGI Parlnerehtp Income Tox Groulor Than Book 
Miscclleneous kdjuslrndnls 

Expenses Rocordod on Books Thm Yoar Not Doducl~on In TI115 Helurn 
Depreoallon 
Travel6 Enlorlenmenl 
General Resowe Charge 
Over A w e d  Properly Taxos 
DRIP Admlnlslralion Expense 
Safe Harbor Lease Amorllzallan 
lnsurnnw Prem~ums 
Doferrod D~reclor Fees 
PenalUes 
Long-Term Dtsab~bly Llabtbty 
Amortual~on of Loss on Reaqutrod Dobl 
DeaVl Benefit LLwbtl~ty 
Nonqual~fiod Rel~remenl Plan Banefils 
Overaccrued %lo lncome Tuas 
Lobwmg Expons3 
Doferrod lnleresl Cosls 
Spousal Travel Otranowance 
Bad Dobl Expnsa 
lncroase in P e ~ J o n  LiabW 
Invunlccy Adjustmenl 
M l t u r l l ane~s  kdjucilmonl 
Ofkerr Bonus 
Flxod Asset Xeluomenls 
GoodvnU 
Contrlbutmns 
!.i~smHcinoous Exp Roc on Bks No1 Ded Ral - OVler 
Amortunboo 

NWPS 

$32,252,837 

9.199.451 

4.968.601 
3,847,622 

121.915 
14.203 

3 162.500 
10 634.1 58 

603 527 
92,740 

6 270.637 
399.229 
76.907 

243.663 
' 1.290.867 

56.424 

170.852 
96.569 
47.993 
3.57 t 

66.6l l 
10.579 
1 o . m  

300.000 
326.540 

32 020 138 

Consolidated 

$30,129,003 

13,609,021 



Nor thw~te rn  Publrc Serv~cc Company 
Workrng Prtpers for Foderol Ilico~rre Taaoe 
Roconul~ot~on of lncorna Por Books W I I ~  

Inconre Per Return for l t ~ ~  Calendar Ycar I996 
Ducember 31. ID90 Tecl Ycar 

Description 

lncome Recorded on Books This Ycar Nol Included rn Tliia Return 
Tax-Exempt lnlerest 
Tax Dividends Less Tharr Book 
Insurance Proceeds 
Equity in Subsidlanes 
Tax Revenue Less Bcok 
Tax Less Than Book Partnersh~p Income 
Book Gain on Sals In Excess of Tax 
Management Fee Income 

Deducl~ons ~n Th13 Return Nc l  Charged Against Book lncorne Thm Year 
Depreciat~on 
Accrued State I n c ~ n l e  Toxes 
ESOP Div~dends Paid 
Add~tlonal ESOP Contrrbutron 
Death Benef~t Payments 
Ret~rement Benef~t Payments 
ADR D~srnantllng Costs 
Deferred Gas Costs 
Loss on Fixed Assel Retirements 
Accrued Vacatlon Pay 
Env~ronmenlal Clean-Up Expense 
h'onqual~hed Deferred Comp Payments 
Acqulsriron Costs 
Deterred Powor Costs 
Prspald lnsuronce Costs 
FSC Commrssron 
Warranty CharQes Grealer Than Provrs~on 
Goneral Reserve Charges 
Other 
lnuontory Adjustment 
Conventton Prepa~d 
G o o d ~ i l l  WIO 
IJNICAP Adjustment 
Ir'suranca Promlume 
Cred~t Bnlancn N R  
Franchise Taxes 
Sec 179(A) Clean Fuul Vah~cles 
Legal NR Bad Debl Allowance 
Bnrrlr Foes 

Tolal 

NWPS 

Schedule K. 1 
Pogo 6 oi  10 



Northwastern PuMIc S & a  Company 
Worklng P a p m  lot Fedgral I m o  Taxee 
R~wnd l i a t im  of Income Per Books Wth 

Income Par Return foi Vls Cebndar Year 1907 
DccambQr 31,1980 Test Year 

--. Dasuiptlon NWPS - -- S~~bslalarlea 

Net lrrwme Per Books $31,338,816 $1 1,702,839 

Federal lnwmo Texos 7,733,637 3,230,160 

Income Subject to Tax Not Recorded on Bwka This Year: 
interast lrvxme Prevlou&y Taxed 
Sofa Harbor Lwsa Inwme 
Cor1tribu1:on In i\id QS Construction 
Gain on Dlspaailm oi Propeity 
Gain on Redemption CGI HoM!ngr PS 
Tax Lese Than Book Paflnmhlp lnwmo 
Tax Revenue Greater Thnn Book 

Expansea Recorded or, Bookc Thln Yoar Not Deduction In This Roturn 
DapreaoUon 
Travel (6. Entertainment 
DRIP Adm;n~strat~on Expenoe 
Safe Harbor Lease Anlorlbalion 
insurance Piemiurns 
Deferred Director Feeo 
Deferred Powar Cosb 
Accrued Vaca8on Pay 
PmalUeci 
Long-Term Disabliity Linbil~ly 
Amortizat~on d Losr on Roacqulred Dcbt 
Nonquelied Deferred Compensation Plan 
Doolh Benofit Llarbility 
Monquslfiod RsUrcma~t Plan Eensfits 
Ovarawued Slata lncoma Taxes 
Deterred Gas Coats 
Lobbying Expanse 
Deferrod lntareal Coal6 
Spoukal Trowel Dlscllw,u,onm 
Prov !n Exceer of Charges - Bad Debts 
UNICAP Adjuslrnenl 
lncreass in Ponsion L~abiltty 
Environnrtln'A Clean-Up Expansea 
inianlory Ad)?retmont 
ArnortlraUon 
M~swllanovua .Adjustrner~t 
M~sceUmsour Exp Rec on Bks Not Ded Re! - Other 
Over Accrued Properly Twos 

Conadidated 

843,030.152 

10,083,787 



Northweslern Publc Sewice Coripisny 
Working Papers for Federal Income Taxes 
Rmndl ie lbn of Income Per Books With 

Income Per Return for the Calondar Year 1907 
December 31,1098 Test Year 

Income Recorded on Booke Thls Vcar Not Included In Thls Return: 
Tax-Exempt lnteresl 
Insurmca Proceeds 
Tax Revenua Lass Book 
Tax Less Than Book Partnemh!p Income 
Equity In Suosldiarieo 
Interest Inmme, Previouely Taxed 
TEX Dividends Lcss Than Book 
Book Gah on Sale In Excess of Tax 
Olher 

Deduc!iono in Thla Raturn Not Charged Againsl Book Income Thls Year' 
Deprecirr2on 
Acsruad Sb!e lncorna T a m  
ESOP Dlvidenrls P6id 
Add~tionsl ESOP Con!rlbul~on 
Lmg-Term D15abllity Payments 
Charges GrsaZer Than Provlslon for Injur~us B Damages 
Deeth Bo~nel~t Payments 
Relrement Benef~t Payments 
Loss on Reaqu~red Debl 
ADK Dtsmantllng Costs 
General Roserve Cherges 
Aquislt~on Costs 
Legal AIR Bad Debt Allovfanca 
Deferred Dirzctor Fees 
Under Accrued Propctrty Tax 
A w e d  Wecation Pay 
ConvenCon Prepald 
Goodwr:l WIO 
Other 
UNICAP Adjuelment 
Insurance Premiums 
Terminalsd Aqu!slbon Cost8 
Contrecl for~ ina l ion Foes 
FSC Cornmlsslon 
Warranty Charges Greater Then Provlblon 

Taxable lncomo 

NWPS 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11  
4 2 
13 
14 
15 
16 
17 
4 8 
1 9 

Scheduls K-9 
Page 9 - 1 0  of 

Northwe~stem Public Setvice Company 
Working Papers For Claiming Allowance For State 

lncome Taxes Paid Each State In The Current Or Previous 
Year Covered By The Test Period Including The Effect 

Of Liberalized Depreciation On Such Taxes Paid 
December 3:, 9 Q98 

Gas 
D e s c r l p t l o n  Electric Nebraska 

Federal Taxable income Per Stalement K 
Add: ACRS to ACR Adjustment 

Applicable Adjustments 
Total Adjustments 

Adjusted Federa! Taxable I~?carna 
ApporPionment Factor 

Taxable lncorne 
Tax an First $50,000 
10.5% and 7.8% Respectively on Excess over $50,000 
State Income Tax Allowance Per Statement K, p.1 
Effect of Liberalized Depreciation 
Adjusted Federal Taxable lncome Per Abave 
Add: Tax Depreciation Over Book From Statement #, p.1 
ProForma Adiusted Federal Taxable Income 

Apportionment Factor 
ProForma Taxable income 

Tax cn First $50,000 
10.5% and 7.8% Respectively on Excess over $50,000 
ProForma State Income Tax Allowance 



Line 
No. 

1 

S~9edula I<- 1 
Page 10 of 10 

Northtwstarn Public Service Company 
Working Papers Accumuleted Deferred ITC 

December 31,1098 Test Year 

Gas 59% 4 1 % 
M n t h  Electric Total South Dako'la Nebraska - 

December 1997 $8,144,028 $750,241 $446, 182 $310,058 

January 1998 8,102,028 762,241 443,422 308,419 

February 1998 8,059,228 748,241 44 1,462 306,779 

March 1998 8,016,428 744,241 439,102 305,139 

April 1998 7,973,628 740,241 436,742 303,499 

May lS96 7,930,828 736,241 434,382 301,059 

June 1898 7,888,028 732,24 1 432,022 300,219 

July 1998 7,045,228 728,241 429,662 , 298,579 

P.u~us~ 1998 9,882,420 724,241 427,302 296,939 
1 

September 1908 7,759,620 720,241 424,M2 295,299 

October 1098 7,716,828 716,241 422,502 293,F;W 

December 1 QQ8 9,831,228 108,241 417,862 - 290,379 - 
Total 102- $5,816,288 . -  $3,902,845 

a*-c- r=?- 

13 Month Average $7,888,028 $732,24 1 $432,022 $300,219 

tilolei Gas allocal!on based on Four Factor allocation 



Schedule I<-2 

Northwestern Public Service Company 
Differences In Book And Tax Depreciation 

December 31, 1998 Test Year 

Description ----. 

Beprec~ation Per Tax Return- 
Computed on a Straight Line Basis 
Depreciation Computed Under Guideline Class Life System 
Depreciation Computed Under ADR System 
Depreciation Computed Under ACR System 
Depreciation Computed ?Inder h1ACR System 

Total Depreciation Per Tax Return 

Depreciation Per Books- 
Charged to Depreciation Expense 
Charged to Other Accounts- 

Transportation Equipment 
Coal Train Equipment 
Miscellaneous 

Total Deprec~ation Per Books 

Additional (Less) Tax Depreciation Due to Application of 
Liberalized Methods for Tax Purposes 



Schsdula K-5 

NORTHWESTERN PUBLIC SERVICE COMPANY 
WORKING PAPERS FOR CLAIMED ALLOWANCES FOR STATE INCORriE TAXES 

INCOME TAX PAID EACH STATE IN THE CURRENT OR PREViOUS YEAR 
COVERED i3Y TEST PERIGD INCLUDING THE EFFECT 

OF LIBERALIZED BEPREClATlOPd ON SUCH TAXES PAID 
DECEMBER 31,1998 TEST YEAR 

Line 
No. -- 
1 None 



Schodulas K-3 
and I(-4 

i4OR'i'HWESTERN PUBLIC SERVICE COMPANY 
WORMING PAPERS FOR CONSOLIDATED FEDERAL INCOME TPA 

DECEMBER 39,1998 TEST YEAR 

As indicated on Schdule, K-'I, 1 of 4 through 4 of 4, !he Conlpany fdes a consolidated Fedoral Incar-ns -. 
I ax reicrrn. A tax sharlrrg r~grsernent was executed anong ull members of the consolidatod group 
whereby total tax liab~llty or bonsfll has b w n  al!ocs'csd to each member on a separale r'oturn busls ae 
permitted under the appl!eable conao!idatad reicrrn treasury regulstions. Under this agreemortt, ~ a c h  
neniber subsidiary rornita to or receivss fron; !no parent conlparly !to allocated portion of consolidatod 
Pax liability or banefit. 

, 



Statement L 

Northwestern Publlc Sswlce Company 
Other Taxes Classlfled Undor Hsadlng of 

Federal, State and tmul  Wlth Appropriate 
Subclasslflcotlons for the Test Perlod-Gas-South Eakota 

Reference is mado to Exhibit- (?'PI-4-'I), Schodule No. 6 i 



NQRTHWESTERN PUBLIC SERVICE COMPANY 
OVERALL COST OF SERVICE - PER BOOKS 

DECEMBER 31, 4 998 TEST YEAR 

Reference is made to Exhibit-(TPH-I), Schedule No. 1 
1 

I 



NORTHWESTERN PUBLIC SERVICE COMPANY 
ALLOCATED CQST OF SERVICE 
DECEk45EW 311, 1998 TEST YEAR 

Lins , 
No. -.- 

I Rofere~ice is made to Exhibit-(TPH-1) - Revenue Requirements Study and Exhibit-(TPH-2) - 
I Class Cost of Service Study. 

Statement 14 



Statement 0 

NORTHWESTERN PUBLIC SERVICE COMPANY 
COMPARISON OF COST QF SERVICE 

DECEMBER 31,l W8 TEST YEAR 

Line 
i - No. 

i Reference is made to Exhibit-(TPH-I). 



Line 
I - NQ. 

Statement 0-1 

NORTHWESTERN PUBLIC SERVICE COMPANY 
DERlVAVlOhl OF INCREASED RATES 

DECEMBER 31, 1998 TEST YEAR 

1 Reference is mads to ExhibitJPH-1). i 
1 / 



, Line 
I - No. 

Statement P 

NORTHWESTERN PUBLIC SERVICE COMPANY 
FUEL COST ARJUSTMENT FACTOR 

DECEMBER 31,1998 TEST YEAR 

1 The Purchased Gas Adjustment filed for the month of May 1999 is also filed confidentially 
I as part of this rate case. Northwestern is not filing for any changes in calculating the 

I 

Purchassd Gas Adjustment as it is currently being calculated. The filing of the May 
Purchased Gas Adjustment is to comply to the procedural rule in Chapter 20:10:13:100. 



Page I of 2 

1>ESC'KiIYTION OF U'TIL!TY OPERATIONS: 

NorthWestern Public Service, a division of NorthWestern, provides competitive, reliable electric and natural gas service iind vulue-iidded services to 
customers throughout the Midwest. As of December 31, 1998, NorthWestern Public Service provided rct:iil electricity to I(!Y coriilnunities in South 
Dtikota with a conibincd p p l a t i a n  of approximately 98,403 people. Wirh regard to Natural Gas Oporiltior~s, Nor thWes~cr~~ h b l i c  Service servos 61 
retail cornniimities, including 4 comlnunities in Nebraska and 57 in South Dakota. 

The Compauy's eiectric prolj~erties consist of an interconnected and integrated systeln. The Company, Otter Tuil, iind MI1)LJjointly oii n Rig Stom, a 
455,783 kilov:ait ("kvi'j narncplatc ciipacity lignite-fueled electric generating plant and related triuismission frtcilities. Dig Stone is oper;ited by Ottcr 
'Toil for the beneFit of (he owners. The Ca~npany awns 23.4% of the Big Stone Plant. 

The Co~npany is  one of iour p o w r  suppliers, which jointly own Coyote 1, i1455,783 kw r~amoplatc capacity lignite-fuolcd elcctric generating plant and 
related transmissi~n facili~ics lccated near Beulah, North Dakota. The Company has a 10% interest in Coyote 1, which is operated by Otter Tail for the 
benefil! of the owners. 

The Company is one of the 14 power suppliers, which jointly own Neal #3, a 639,999 kw nameplate capacity coal-fueled electric generating plant and 
related transmission facilities iocated near Sioux City, Iowa. MidAmerican Energy is principal owiler of Neal #4 and is the operator of the unit. The 
Company has an 15.7% intcrisst in Neal #4. 

In addition to its interest in Big Stone, Coyote I, and Neal M, the Company owns and operates 19 oil arid gas-fired units for peaking and reserve 
capacity. 

As of Decembii 3 1.  1993, the aggregate nameplate capacity of all Company-owned e lx t r ic  generating units is 327,419 kw, with an aggregate nel 
summer peaking c ;~pxi ly  of 31)8,289 kw and a net winter peaking capacity of 31,945 kw. The Company's niaxirnum peak hourly demand of  276,976 
kw occurred on July lit, 1'198. 

The C o ~ ~ p a n y ' s  interconnccted transmission system consists of 32i.8 miles operating at 115 fiilovolts ("kv") and 902.3 miles operating at 69 k v  and 34.5 
kv. The Company also owns three segments of transmission line, which are not tied to its internal syslcm, in connection with i:s joint ownership in the 
llisee large steam generating plrt~rs. 'These Iines consist of 48.2 miles o i  230 kv line from Big Stone, 25.4 miles of 345 kv line from Neal #4, and 23.1 
miies of 335 kv line from Coyote I. In dddition to thes:: lines, the Company owns 1,'776.1 miles of distribution lines serving customers in more than l(N 
coinrnunities and adjacent rurnl areas. The Company owns 40 transmission sl!Sstations with a total related capacity of 1,130,417 kilovolt amperes 
("kva"), rbree mobile subs:aiions wiih a total capacity of 7,500 kva and SO distribi~tion substations with a totai related capacity of 389,199 kva. 
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(33s ----- PropMy 

(jl l  [)~.cembcr 3 I ,  1998, ~ h e  Company owned 1,2 I4 miles of distribution 1nai11s and uppurtennnt fdcilities in South Dakota. The Company i~ l so  owns 
!lrupillle-air. fi~cilities in !lrookings, Huron, and Mirchell, SouLh Dakota, having il total related capacity of 10,140 MMBTU per day, which are operatcd 
S i x  si:!ndby and peak st~:lving purposes only. 

On December 31, 1992, the. C o ~ n p a n y  owned 692 miles of distribution mains and appurtenant facilities in Nebraska. The  Company also owns propane- 
ail. futilities ;it Kearney and North Platte, Nebraska, having ii total relatcd capacity uf 9,380 MMBTU per day, which are operatcd for standby and peak 
shaving purposes only. 

All of iile Cnmpmy's  Sout!? Gakoia gas sales revenue during the test year is under thc jurisdiction of the South Dakota Pi~blic Utilities Conirnission. 

STATUS 8 F  LA'I'EST RATE PROCEEDING: 

Thc Comp:iny's nlost rccent gas rote proceeding (Docket NCW-OM) was filed with the South Dakot;~ Public Utilities Commi:;sion on May 25, 1994. 
Srid cites bccarnc effective Ih'ovcmber 1.5, 1994. 



May 5, 1999 

Mr. William Bullard Jr., Executive ~ i r e c t o r  , 
South Dakota Public Utilities Commission 
Sla te  Capitol Building -. 
Pierre, South Dakota 57504 \ 

Dear Mr. Bullard: 

60C Marke: Stree: LZ' 

w r o r  SD 57350-1 500 

Teleorone 605-352-E-1; 1 

iacsirntie 605-353-75 151 

I n ~ s r r e t  LWJ nonhwes te rn  car;' 

E 

Enclosed herein a r e  three (3) copies of 153rd Revised Sheet  No. 92 and 
50th Revised Sheet No. 9 b  of Norihwestern's Gas Tariff. 

Shee t  Nos. 9a a n d  9b reflect changes  in the cos ts  of purclxisedl gas a n d  
ad valorem taxes paid to be effective May 2, 1999. 

The effect of S h e e t  Nos 9a and 9b for a typiczl space heating customer 
using 150 therms per month would Se a n  increase in the cost from $82.53 to  
$86.60, about 4 718%. Application of these  new rates will begin with meter 
readings on and after May 2, 3999. 

Should you hzve any questions regarding the above changes, please 
advise. 

Sincerely, 

Jeff 4. Decker 





NorlhWostorn Public SONIC~ 
South Dakota Rate Case 
purchases from All~iialed Compflnios 
Docember 31, 1998 T'lst 'tear 

Statement R 
Page 1 of 2 

1 CAPACIN PURCHASED FROM 
2 NORTHWESTERN ENERGY 
3 January, 1998 
4 February, 1998 
5 March, 1998 
6 April. 1998 
7 May, 1998 
8 June, 1998 
9 July. 1938 
10 August, 1998 
1 1  September, 1998 
12 October, 1998 
13 November, 1998 
14 D~curfiber, 1998 
15 
16 
17 
18 MANAGEMENT FEE FROM 
19 NORTHWESTERN ENEfiGY 
20 January, 1998 
21 February. 1998 
22 March. 1998 
23 Apr11, 1998 
24 May, 1998 
25 June, 1998 
26 July, 1998 
27 Augusl, 1998 
28 September, 1998 
29 Ociober, 1598 . 
30 Novomber, 1998 
3': December, 1998 
32 
33 

'$ 
Acct. No. 804 

48,000 
48,000 
48,000 
48,000 
48,000 
48,000 
48,000 
48,000 
48,000 
48,000 
48,000 
48,000 

- 576,000- 
Acct. No. 923 

75,800 
75,600 
75,600 
75,600 
75,600 
75,600 
75,600 
75,600 
75,600 
75,600 
75,60G 
75,600 

W7,200 

Base Period - - Test Psrlod ------- 
Line Total S. Dakota Allocated to S. Dakola Ailocated to Tosl Period 
NO. Description I Month L>urIng Tcsl Year Company Gas Foctor Factor w h  Dakota Gas Factor Factor South Dakota Adjustment 

(8) (b) (dl (0) (1) (9) (h) (i) 



NorthWestern Public Service 
South Dakola Rale Case 
purchasus from Affiliated Companies 
Decambor 31, 1998 Tesl Year 

Slatemenl R 
Page 2 of 2 

Line Total 
No. mc r i p t ! on  / Monlh During Test Yeer -Company 

( 4  (b) 
s 

1 MANAGEMENT FEE FROM Acct. NO. 932 
2 NORCOM ADVANCED TECHNOLOGIES 
3 January, 1998 51,093 
4 Fobruery, 1998 5 1,093 
5 March, 1998 51,093 
6 Apr11, 1998 51,093 
7 May, 1998 51,093 
8 June, 1998 51,093 
9 July, 1998 51,093 
10 August, 1938 5 1,093 
11 Septornbor, 1998 51,093 
12 Oclober, 1998 5 1,093 
13 November, 1998 51,093 
14 December, 1998 -- 51,093 
15 
16 ----I- 813 116 
17 
18 MANAGEMENT FEE FROM 
19 NORTHWESTERN SERVICES 
20 January, 1998 
21 February, 1998 
22 March, 1998 
23 Aprrl, 1998 
24 May, 1998 
25 Juno, 1998 
26 July, 1998 
27 August, 1998 
28 Ssptornber, 1998 
29 Oclobor, 1998 
30 Novembor, 1998 
31 D ~ e m b e r ,  1998 
22 
33 
34 
35 Total 
3G 
37 ADJUST Nc3HTHWESTERN 
38 SEWICES MANAGEMENT FEE 
39 

Acct. No. 808 

299,157 
289,157 
299,157 
299,157 
299,157 
299,157 
293,157 
299,157 
299,157 
299,157 
29S,l!57 
299,157 

3,589,884 

5,686,200 

- (1,089,884) 

Base Period Test Perlod 
S. Dakota Allwaled to S. Dakota Allocal6d lo Test Psrloci 

Gas Factor Factor South Dakota Gas Factor Factor SouIh Dakota Adj~~slmenl 
(c) (d) (4 (Q) ( 4  (1) 





NorthWestern Public Service 
Docket No. NG99- 
Prepared Testimony Summary 

Michael J. Hanson: 

Describes Northwestern's rate filing and the reasons why NorthWestern is progosing to 
increase its natural gas distribution ntes. Explains what communities md industries 
Northwestern has brought natural gas to since its last rite filing, States that due primaaiiy 
to these expansions, test year weather adjusted therrn throughput is 30% higher thm 
therms used to design rates in the last rate proceeding. 

David A. Monaqhm: 

Sets forth information concerning the accounting procedures of the Company. David is 
the Chief Accounting Officer, and therefore has responsibility for all accounting m o d s  
of Northwestern Corporation, including its utility division Northwestern Public Service. 

Rodney F. Levendecker: 

Sponsors the Company's capital structure, including the cdculation of deriving the 
weighted average cost of capital to apply to the Company's rate base. Sponsors the 
requested 11.25% rate of return on common equity. In addition, he sets forth certain 
information relating to the determination of the South Dakota Gas Revenue Requirement. 

Jeffrey :. Decker: 

Provides information on the weather adjustment made to actual test year throughput. Test 
year heating degree-days were approximately 85% of normal. As a result, actual 
throughput during the test period has been adjusted upwards to derive test year adjusted 
billing and allocation units. 

Thomas P. Hitchcock: 

Sets forth information to determine the South Dakota Gas Revenue Requirement. In 
ddition he sponsors a class cost of service study for gas utility operations within the 
South Dakota jurisdiction. He also supports NorthWestern's rate design and proposed race 
eariff changes. 



OTA FACT SHEET 

Last 
Rate Case -- 

Current 
Rate Case Description 

Date of Filing 

Date Rates Became Effective 

Test Year - 12 Months Ended 

Requested Return on Equity O/O 

Requested Overall Return % 

Common Equity % of Overall Capital Structure 

Allowed Return on Equity O/O Unknown 

Allowed Overall Return % 

Requested lncrease in Revenues - $ 

Requested increase in Revenues - % 

Allowed lncrease in Revenues - $ 

Allowed lncrease in Revenues - O/O 

Unknown 

Unknown 

6.37% Requested lncrease in Residential Revenues - % 

Allowed lncrease in Residential Revenues - % 

Total Gas Customers 

f otal Residential Customers 

Unknown 

Average Residential Consumptior! ir! Therms - Year 

Avemge Residential Monthly Bill - Before lncrease 

Average Residential Monthly Bill - After lncrease 



OF 'ITHE STATE OF SOUTH DAKOTA 

) 
) Docket No. NG99- 

NORTHWESTEWIV PUBEl[C SERVICE, ) 
a division of NorthWestern Corporation ) 

CT TESTIMONY 
OF 

MICHAEL J. HANSON 

Please state your name and business address for the record. 

Mchael J. Hanson, 603 Market Street Wes:. Huron, South Dakota 57350. 

By whom are you employed and in what position? 

I am employed. by Northwestern Public Service ("NorthWestern" or "Company") as 

President and Chief Executive Officer. 

BBwe describe your education and business experience. 

I have been the President and Chief Executive Officer for the Company since May of 1998. 

I was employed seventeen years with Northern States Power in a variety of positions before 

coming to Northwestern. I was General Manager and Chief Executive Officer of NSP - 

South Dakota from 1994-1998. I attended the United States Naval Academy from 1977-79 

and graduated from the University of Wisconsin in 1952 with a Bachelor of Science in 

accountancy. I received a Juris Doctor degree from William Mitchell Collegc of Law in 
s 

1989. Exhib~t - ( W H - I )  contains a listing of my education and business experience. 

What is the purpose of your prepared direct kstimon:y? 



In my prepared direct testimony, I will describe Northwestern's n tc  filing and the 

\ 

reasons why Northwestern is proposing to increase its natural gas distribution rates at this 

time. 

Please describe the organization and operation of Northwestern. 

I'd~rth%~estern is an electric and gas distribution utility. NorthWestem serves 137 South 

Dakota communities with approximately 38,6'70 gas and 55,965 electric customers in its 

South Dakota service temtory. It also provides natural gas service to approximately 

39,486 customers in four communitics in Nebraska. 

What is the purpose OF this rate filling':' 

The purpose of this filing is twofold. The first purpose is to request an appropriate return 

on the Company's natural gas operations in South Dakota. Northwestern last filed for a 

rate increase in 1994. Since that filing, Northwestern has experienced increased costs in 

operating its gas utility. Additionally, NorthWestern has expanded its distribution system 

to bring natural gas to sevenl communities, colonies and agricultural businesses in Sout_h. 

Dakota. The second purpose is to add Mellette and Wolsey to Northwestern's service 

temtory map. 

Pilease describe the rate increase request? 

NorthWesreni praposes an increase in natural gas distribution ntes of $2,108.1 12, or 6.26 

percent. Details of the proposed mies and charges are shown in the filed revised tiriff  . 

schedules as described in the direct iestimocy and exhibits of Thomas P. Hitchcock. 
* 

Please describe NorthWestern's eustcrmer notification of the gmptseaP increase. 

On June 1. i999, Northwestern will post a notice of proposed increase in a11 of its 



offices. On the same day. a release will be issued to the news media. At the coriclusion 

of this case, a notice will be mailed is all South Dakota natural gas customers infonniilg 
\ 

them of any rate changes -mnted by the Commission. 

PBwx expiaim what communities and industries NorthWestern has brought geartrnra 

gas to since its last rate filing. 

Northwestern is committed to meeting the natural gas needs of business and non- 

business people in South Dakota. In its efforts to meet the ever expanding needs of the 

people of South Dakota. NorthWestem has made natural gas available to the cornmunlt1t.s 

of Wolsey, Hayti. Mellette and Revl!lo. We also added the colonies of Elm Springs. 

Claremont, Oaklane. Millbrook, Rockport, Rosedale. Hutterville, Mayfield, Clark, 

Fordham, Hillside. Hillcrest, Orland and Graceville. Finally, Northwestern has expanded 

its gas distribution system to support South Dakota's agricu!tu;ral economy. Major system 

expansions have been made to help make possible the soybean processing plant in Vo!ga, 

the Ethanol plant in Huron and the South Dakota Wheat Growers expansions in Huron, 

'Walsey, Aberdeen and Mellette. Northwestern will continue to work with all customers 

to add growth and value to their operations. This growth has helped to offset the !oss of 

its largest volume customer with the closing of Dakota Pork Industries in Huron in 1997. 

Dakota Pork had accounted for 5% of the n a t u ~ l  gas volunx. 

at affect have these expansisws had on IalorthWakrw'S South D a k ~ h  syskrn 

deliveries since its  Past rate filing? 

Total therms used to design ntes in NofihWcstem's last rate case were 75 rn~llion. Test 

year weather adjusted throughput in this filing 1s over 99 million therms. a 30 percent 



increase. 

I A. In 1995 a new operations center was completed in Huron. This building allowed 

I NorthWestern to consolidate core departments in one building, instead of having the 

various departments located in scvenl different buildings in Huron. Furthermore. a call 

, center was established to improve customer service and understand cusrorner 

1 expectations. A more efficient naturs! gas meter testing and repair facility was added 

1 Although the construction of this facility was a significant undertakirig, ir has k e n  and 

will continue to be an important part of WorthWestern's efforts to meet customer needs 

I and maintain reliability of its natu~al gas distribution system in a_.n ever-chmging society. 

. What is NorthWestem doh% to hpmvrt! cwttBmr service 

efficiency and mhbility? 

A. Northwestern is constantly searching for ways to improve service to both its customers 

and team members. NorthWestem is implcrnenting a program to enhance the work 

cnvironmenr of its team members. An enhanced work envimment will fead to 

innovations and efficiencies that wiI1 impreve ail aspect; of customer service. 

Furthemore, Northwestern contirruously surveys its customer; to deremine what c m  kw 

dme to enhance the value of our services. Finally. NorchWesrern is consmntl;y reviewing . 
its vrcccsses and procedures. Tnis constant zlvolution will enable NortliLVesccrn to 

1 

axkipate and meer chanses in the utility indusrry. These x e  ongoan_e efforts that will be 



reviewed continually and enhanced with modem tcchnology. 

'a at conclude your prepamd direct testimony? 

A. Yes, it does. 
. '. 

\ 



AFFIDAVIT 

. 
STATE OF SOUTHDAKOTA ) --. 

) SS 

COUNTY OF BEADLE 1 

I, Michael J. Hanson, being first duly swom on oath, do depose and state 
that I have read this document and am familiar with the contents thereof and the 
same are true to the best of my knowledge and belief. 

FURTHER THE AFFIANT SAYETH NOT. 

??5 Subscribed and swom to before me this ab day of May, 1999. 

Notary Public in ar;d for the te of South Dakota @ 



Position: 

Dare Effecrive: 

Job E s t o p :  

3 inh: 

Miiiury Service: 

Educx.ion: 

FamiIy: 

Directorships: 

1/99 
B~ogr;~ph~caI Data For 

Exhibit-(MJM-1) 
MICH.4EL J. HANSON 

1 - 7 -  ..-,"L1 
- . -3s  - . -  Sireet 

SIOUX Falls. South Dakota 5710s 

Pr:sicent S CEO 
XorhKestern Public Servic=.  on. South Dakou 

\ 

June !. 1093 

195i-~"_ ',';onhem S u r s  Power - Gas Opcnnng Clcrk 
19Sl-S3 S o n h e n  Srates Power - Accounting Coordinator 
1983-S4 Nonhern Sutes Pouer - .4ccounmr 
19SrS9 Sonhem Smes POVC - Inrcrnai Auditor 
1959-93 Xcnhcrn Starcs P o w r  - .4ttomey 
1993-9S XorL,en Sutes Power - General h l m g c r  6z Chlef Executive 
1995-Present Nord!Wcsrern Publlc S e r w x t  - President B CEO 

Decmbc: 12. 195s 
S p r ~  Wisconsin 

N3vy. 1977- 1979 
Midshipman Second Class (Jv-4) 

S p m  Scnloi 3:gn School. 1977 
United Sures Naval .Academy. 1977-79 
University of Kisconsln. 1982. BS 
Vv'iliiam Mitchell College o f h w .  1989. Juns Doctor 

M m d  bun. K. Eggen. S p m .  Wisconsin. Febiwiq 16.1980 
Children - Justin &I. H m o n  - born May 25. 1952 

Danielle .M. Hanson - born March 19. 1985 

Sioux Councll Boy Scouts Board (President) 
Mxauecte Bank - Sioux Falls 
Sioux Falls Development Foundation (Chainnan) (1997-9s) 
Fargo Cass County Economc Development Corp (1997-98) 
S i o u ~  Vocmonal SCFJICS ( 1994-97 
Sioux Empire Cnited JVay ( 1993-97) 

Club and .hsociation Memberships: 

Rrco= =muons: lux 3oc;or lI2gc2 Cua L u d c  !994) 
\ 

Jmes it. Xz!ly (C1-4 Enm) I lSS31 
C=rti;icate oi Excclirnc= - Cznificd he rna l  .Audltot Exain ( 1954) 
Daoghrers of :he .inencan Rcvoiunon Good Cit~zcnshlp Awxd (i9771 
Swcent Councii ?ir;~denr ( 1 9 7 6 - 7  
C!zs Prestdent i 1074--5) 



) 
b 

NORTHWEST LI[C SERVICE, ) 
;a division of No rn Corporakion ) 

DAVID A. hIBNAGH.AN 

B l w  state your name and business a d d m  for the record. 

David A. Monaghan. My business address is North~Qestern Corporation, 125 S. Dakota 

Avenue, Suite 1100, Sioux Falls, South Dakota 57103. 

By whom are you emplloyed and in what position? 

I am employed by NorthWestern Corporation as ContrcIler and Treasurer. 

cescribe your education and business experience. 

I graduated from Southwest Missouri State University in 1959 with a Bachelor of Science 

de,m in Accomting and received a Masters of PLccountancy d e ~ m  f i ~ m  the Souehwest 

,Missouri State University in 1990. After graduating in 19W. I became a striff r?w\ifor I V I ~ I  

Baird, Kurt. & Dobson Co. ("BKBiD") an independmi public accounting firm. WhiIc with 

BTCPID, I was promoted several times and left the firm while in the position of manager. i r~  

1996, I joined Northwestern Public Service Company (the predecessor nxne ot 

Northwestern Corporat~on) as C~nrroller. I was promored to Controller and 'Treasurer In 

1997. 'I have served in that capacity from 1997 until the prescnt time. 



. kVhaaS is 

A. The purpose of my prepared direct tesrlmony is to sct f ~ t h  information conccrnmg ihc 

accounting procedures of NonhWsstem Corpontion and its NcnhWestcm Public Sen-tcc 

division. 

Q. On what basis are the accounting rerards af NorthFVerfern m~intmineal? 

A. The accounting records of NorthWestem arc maintained on the accrual basis in  

accordance with generally accepted accountin2 principles. They rue also mnintaincd In 

accordance with the Uniform System of Accounts prescribed by the Federai Energy 

Re9latory Commission m R C i  for public utilities subject to the piovisions of the 

Federal Power Act and Natural Gas Act. 

-tern subject to pesio ia: review m d  close s a % s W ? '  from som-cs 

4- Yes. h addition to the review of accounting procedcres and t~ansactions or, th.c part ~f 

mvself 3nd the xcounting staff of NorthWestern. P-JonRWestern accounting and reponins 

procedures and dxumentation are subject to peiiodic independent review by various 

orgmizations including: 

1) Arthur Andersen LLP (".4r?dersen"), a fim of independent public acccu~~tmrs. 

~erforms a quarterly review of NorthWestern's books a d  records. Andenen dso  

pcrfoms an mnual audit of rhc hooks and rccords ;1s p;m of the process c! 



records. 

3 )  The Internal Revenue Service (IRS)'perforrns an audit of all fedeni income i;tu 

returns that are filed by Northwestern Corporation. The IRS reviews many 

aspects of North~Qesternls accounting and financial records in connection with 

these audits. State t ~ x  authorities. such as the South Dakota Department of 

Revenue, conduct audits of NorthWestern's accounting and financial records as 

well. 

4) The South Dakota Public Utilities Commission may audit facers of 

Northwestern's books and records, including various cost of service expenditures, 

energy cost adjustment factors, PGA factors and refunds. En Nebnslia the 

municipalities served by Northwestern, which replate the charges for natur; 

gas, may audit aspects of Non+Western's books and records. 

5 )  Northwestern's Internal Audit Department performs audits of various accounting 

systems and records. including 3 comprehensive review of the system of internal 

sccountirrg controls and procedures. In addition. the .4udr Comrnittce of 

NmhWestern's Board of Directors rqularIy revieus the financial reportine armd 

confers both Andersen 2nd the hterna! A u d i ~  Degxment cor:cernln_g 

NorihiVestern's systzms. conrrds and pwedures. 

9 6 )  n e r e  are othei governmental agencies. such as the e'mred Stares Securiries ;ma 

0 Exchange Commission. that also conduct penwlc itudru and revle\k v ; ? n i u 5  

.I aspects of XonhWestern's books and records. 



A Exhibit - (DAM-1) is the affidavit s i ~ e d  by me as chief accounting officer of 

XonhWestern which states that the cost statcncnts. working p;~pers. rtnd othcr supporting 

data submitted as part of this filine or maintained by NorlhWcstern in support of the 

filing accurately set forth-the books of NorthWestern, pursuant to Administmrive Rulc , 

\ 

20:10:13:50. Many of these statements arc: also supported by the testimony of 
\ 

North Western witnesses Leyendecker and Hi tchcock. 

0. hat is c o n k i n d  in Exhibit- (DAM-2)? 

A. A. Exhibit- (1DA.M-2) is a report showing the allocat~ons and dircct biilings of 

NorthWestern Corporation common costs to its various subsidiary and sffiliate 

companies. Allocation of the NorthLVestern Corporation common costs between 

Northwestern's electric and natural gas businesses. and further allwatior! of the natunl 

gas business common costs between South Dakota and Nebnska operations is prc-vided 

by <he testimony of NorthWestem witness Hitchcock. 

. Does Exhibit - (DAM-2) constitute a change from NorthWestern's 1994 rate f i h g  

A. Yes. h 1998, NorthWestem reorganized its operations. accompanying its name change 

from Northwestern Public Seriiize Company to NonhWestern Corporation. The intiliry 

I portion of the business became an unincorporated division of the parent company. and the 

various non-uril~cy business sqnlents x e  k i n g  conducted ~n.wholly-ov;ned subsidizry 

1 companies and majority-owned clffilistc entities. ,411 of rhese cnrii~es ::-ere fcmcd in 

1 1994 or later. Some examples of the wholly-owned sc~bsidianes are: 

2 (a) 6Jorth~estern Energy Corporarion engages in rhc lion-replated rnrrey sa!c--:; 



and marketing business, with end-user customers in South Dakota. 

(b) NorthWestern Services Corpontion delivers services and solutions to 

residential and business customer for their energ  use systems and for a 

variety of other customer needs in seven states. including South Dakota. 

(c) NorCom Advanc-ed Technologies, Inc. provides communications, data and 
\ 

1 -. 
nehvorking solutions for small-cgmmercial businesses in South Dakota. 

North Dakota and Nebnska. -.. , 

(d) Northwestern Growth Corporation researches and implements investment 

and acquisition stntesjes for NorthWestern Corporation. inciuding 

Northwestern's investments in affiliate companies Cornerstone Propane, 

L.P.. Blue Dot Services Inc. .and Expanets. Inc. 

Exhibit - (DAM-?) provides a summary of the various cost items that are albcated or 

directly billed to these entities. 

Is NorthWestern pairsuing any additionaii strategies that wii"aRa'~i the sPtlcxat.iam 

wed in arriving at the South Dakota operating income statement? 

Yes, Northwestern continues to refine its allocations and direct billings related to its 

business relationships among these various entities. To the extent possible, we will 

charse corporate costs to our business operations in piace of sllocations, and where 

allcca~ions need to be used, to make these as reasonable as.possible. Each time an 

organizational change is made. a w;~ole new series of questions presents itself causmg 

further focus and discussion of how costs flow. The guiding principle IR all of thest: 

discussions is to increase Ciircc~ assignment of costs and reducc allccations where 





STATE OF SOUTHDAMOTA ) 
) ss 

COUNTY OF BEADLE ) 

I, David A. Monaghan, k i n g  first duly sworn on oath, do depose and state 
that have read this document and am familiar with the contents thereof and the 
same am true to the best of my knowledge and belief. 

FURTP1EH THE AFFIANT SAYETH NOT. 

.IL, 
Subsmibed and sworn to before me this a7 day of May, 1999. 

Notary Public in and for theta& of South Dakota 



A m  OF DAVID A. MONAGBAN 

STATE OF SOUTH DAKOTA ) 
COUNTY OF MmNEIEPAHA ) SS 

David A. Monaghan, being first duly sworn, deposes and says: 

(1) He is the Controller and Treasurer of Northwestern Corporation ("NorthWestern"), and in 

such capacity serves as its Chief Accounting Officer; 

(2)  As such Chief Accounting OffFcer, he has responsibility for all accounting records of 

Northwestern, including its utility division Northwestern Public Service; 

(3) He has reviewed all cost statements, working papers, and other supporting data submitted as 

part of this fiiing or maintained by Northwestern and NorthWestern Public Service, and 

such cost statements, working papers, and other supporting data accurately set forth the 

books ofNarthVITestern znd NorthWestern Public Service. 

35 Subscribed and sworn to this 27 day o f M  

Qdorary Seal) 
Notary Public, South Dakota 
hfy Con~mission Expires: 3 / d  / .  u 3 



LIC WHL,ITHES COkMISSPON 
OF THE STATE OF SOUTH DAKOTA 

Common Cost Allocations: 

Cost of Capital 
Insurance 
Subsidiary Management Services 

Dirccc Biilings from Northwestern Public Service to subsidiaries and affiliates: 

Advertising Expense 
Telephone Expense 
Computer Equipment and Support 
Service Technicians 
Cal! Center Services 
Janitorial Services 

= i ~ ;  Billings from subsidiaries and affiliates to Northwestern Public Service 
(refer ro Statement R): 

Corrmunications Equipment and Support 
Enersy Management Services 
Pipeline Capacity Charges 
Community Relations and Office Mana~ement Services 
Service Technicians 



) 
) Docket No. NG99- 

NORTHWSTEW EPTJBkIC SERVICE ) 
a division of NorthWestem Corporation ) 

CT TESTH&BOW 
OF 

RODNEY F. LEYENDECM4ER 

Q Would you please state your name md business address for the m o d .  

A. Rodney F. Leyendecker. My business address is 33 Third St. S.E., Huron, South Dakota. 

Q. By whom are you employed and in what position? 

A. I am employed by Northwestern Energy Corporation as President and CEO. 

Q. Please describe your ducation a d  business experience. 

A. I graduated from Bemidji State University in 1968 with a Bachelor of Arts Degree with 

m accounting major and an economics minor. I am a member of the American Institu;e 

of Certified Public Accountrmts, the District of Columbia Institute of Certified Public 

Accountants and the South Dakota Society of Certified Public Accountants, Inc. In 

January, 1969. I began employment a r;n auditor within the Office of Accounting and 

Finace of the Federal Power Commission headquartered jn Washington. D.C. I 

remained with the Commission until joining NorihWestem Public Service in J u n u q ,  



Yes. I have testified on accounting and ratemaking related matters in several proceedings 

before this Commission, as well as the Federal Energy Regulatory Commission and state 

and federal courts. 

What is the purpose of your testimony in this proceeding? 

I am sponsoring exhibits that show the calculation of: 

(1) the Company's capital structure as of December 31, 1998, the close of the test 

year; and 

(3)  the weighted average cost of capital to apply to the Company's rate base. 

As a part of deriving the overall ~ q s t  of capital, I am sponsoring the Company's 

requested rate of return on common equity that_ is fair maintains the firm's financial 

integrity, and allbws NorthWestern to attract capital on reasonable terms. In addition, n - r  

testimony sets forth certain information relating to the determination of the South Dakota 

Gas Revenue Requirement for Northwestern Public Service ("NorthWestern". 

"Cmpany" or "WS"). 

Were your exhibits prepared by you or lnseder your supervision? 

Yes. they were. 

gas service? 

Since the Commission assumed jurisdiction over electric and gas utility service i n  Juiy 

1975. Company has filed for and received rate relief for :as service on four occasions. 

These increases became effective Februrtn, 1. I9S 1, April 1, 1953. November 15. 1986, 

and Xovernher 15. 1994, respectively. This represents the fifth request by NorthWestern 



, 

for a general increase applicable to natural gas operations in South Dakota since the 

Commission assumed jurisdiction over these matters in 1975. So its been averaging 

about five years between filings. By the time ntes approved in this proceeding become 

effective. nearly five years will have lapsed since implementation of the last general 

increases to our South Dakota natural gas customers. 

What Ievel of revenue increase is NorthWestern requesting in this filing from its 

South Dakoh Gas System? 

Northwestern is seeking an overall increase in operating revenues of $2,10S,OCO, or 6.26 

percent. This calculation is shown on Exhibit ( R E -  1). 

Would you oarelline the parameters which been have utilized in presenting the 

Company's overall cost of senire in this application? 

Yes. Section 20: 10: l3:M of the Commission's filing rules prescribe guidelines within 

which adjustients to actual test geiiod data may be claimed. Specifically, adjustments 

much be 

"based on ch'mges in facilities, operations, or costs which are 

known with reasonable ceminty and measurable with reasonable 

accuracy at the time of the filing and which will become effective 

within twenty-four months of ihe last month of the test period." 

The adjustments proposed herein represents the Company's best estlmtltes. within 

the confines of Section 20: 10: 13:44. in an attempt to pro~iide for n matchm~ of resenucs 



and expenses during the period resulting ntes will be effective. Additionally, thc instant 

filing reflects the principles which we'?? employed in the settlement of previous dockets 
'. 

before this Commissicn. 
1 

Q Mr. keyendecker, would you briefly describe some of the major adjustments 

included in the Company 's proposed overall cost of service in this appilicatirsn? 

A. Yes. As I stated earlier, i n  preparing this case, Northwestern has adhered to the 

principles utilized in earlier settlements. The principle cost of service adjustments 

included in this application relate to weather normalization. new customer gas load. rate 

case, advertising, and labor expenses, chxges in cost due to updated common allocaCion 

factors, affiliate management fees and interest synchronization. A11 of the adjustments 

are explained in detail by witnesses Hitchcock. Decker and Monaghan. 

Q- ave you reviewed the pro foma adjustments included in NortRWaQm's filing, 

and do you have an opinion on them? 

A. Yes. I have reviewed a11 the pro forma adjustments. In my ~pir?ion they fo!Iow s o u ~ d  

ratemaking principles, and are consistent with adjustments reflected in the settlement in 

prior NorrhWestern dockets. 

Q Have you prepared an exhibit containing the Csmpmy's pmpsed capital S & P P . K ~ U T ~  

and its weighid average cost of eapihl? 

.4. Yes, Exhibit - (=-2) contains information that develop the required ovecdl cost of 

capital. The Company is proposins to use the ccnsoliciated capital structure. and rciated 

cost of capital. of Northwestern Corporation. 

- I P k w  describe your C ~ ~ C U ~ I ~ ~ O W  of the lon$tesm debt component. and the selehd 
. 

J 



cost to apply to t e long-term debt component. 

4. This component was determined by summing the outstanding balance of each issue of 

long-term debt at December 3 1, 1998. I calculated the annual test yexr interest cost for 

each outstanding long term debt issue by multiplying the principal amount of each debt 
1 

issue by the stated coupon rate of the.-sue and summing these products. In the case of 

1 

miscellaneous seller notes, which include many small debt issues, I have included the 
\ 

actual average coupon rates on this debt during the base The interest expense is 

then combined with the base year actual amortization of debt discount and issuance 

expense, to anive at the annual cost of long term dzht. By dividing the annual long-term 

debt expenses by the long-term debt balance I determined a cost of long term debt of 

7.3006%. 

A. This component was delemined by summing the outstanding balance of each issue of 

prefemd stock and securities at December 31. 1995. I calculated the annual test year 

dividend cost for each outstanding preferred stock or security issue by multiplying the 

principal amount of each issue 'Dy the stated dividend rate of the issue and summing these 

products. By dividing the annuai preferred stock and securities expenses by the prefemd 

stock and securities balance E determined a cost of prefezed. stock and securities of 

Q Please describe o u r  cakdatioaa of the common equity cornponeant. 

A. This component was determined by calculating the balance as of December 3 1. 1998 for 



the appropriate common equity accounts. 

Q What is the Company requesting as return on common equity? 

A. NofihWestem has included the cost of common equity in the cost of service presented 

herein at 11.25%. This represents the same levcl granted by the Commission in 

settlement of NorthWestem's last South Dakota proceeding in 1994 and is near the 

average range of authorized levels ,granted other gas companies during the last six years. - 
. Have you prepared an exhibit t h h o w s  how returns to natural gas companies has 

1 
1 

trended in the past? , 

A. Yes, I have. This information is shown on Exhibit - (RFL-3). 

. PBme co~ratinue with o u r  testimony as to the requested return on conmsn 

A. Return on equity is not a significant cost component in the cost of service of a typical 

natural gas distributor such as NorthWestern. For example. as filed herein. the e n t ; ~  

common equity cost component represents only 6.3 percent of the total cost of service. 

-. 
Yet, it is the determining factor as to whether a distributor files for n te  relief. As such, 

h e  ability of a distributor to secure and achieve reasonable returns on equity directly 

affects the frequency of n t e  filinss. 

During the years prior to the Commission's assumption of regulatory authority, 

when Northwestern was regulated by the Cities in which it provided service, rate 

increases were implemented in a manner so as to produce a retwn at the high end of what 

might be deemed a reasonahlc range. thus. prowdln_c adequate return durin: rhc earlier 

period that rates !:.ere in effect. Achieved rcturn wolild then be allowed to drift to the iow 

end of that range or below before a ; ~  additional increase was sought. In do~ng so. the 

h 



Company was able to avoid a high frequency of rate activity. 

I believe that principle to bc even more important today, because now we must not 

only deal with the unpleasantness of imposing an increase on customers, we must also 

consider the higher cost of achieving rate relief. This is. of course, a cost which will find 

its way right back to the natural gas ratepayer. I believe that NorthWestern's South 

Dakota gas customers have been fortunate not to have been made to bear significant costs . - 
of this nature in the past. . 

--. 
I am hopeful that such costs can be held to a minimum in the future. I do not 

believe that our ,cas customer's interests =e best served if Northwestern were to seek rate 

relief on an annual basis. This is particularly a danger with respect to Northwestern's gas 

operations, in view of the narrow range. in terms of dollars, behveen UI%E the 

Commission may deem as an adequate n t e  of retun and that which the Company 

find to be unacceptable rare of return. This. of course. is due to the relatively 

investment level. or rate base. of a gas distributor when viewed in terms of the total 

of service. 

Bow did you determine the overall cost of capikaB to apply to the Company's 

base? 

may 

low 

cost 

rate 

The caicularion of the weighted average cost of capital is also shown on Evhibir - (RFL- 

2). This exhibit shows each of the balances for each of the corrqnents of the Company's 

capital structure. The proportion that cach component represents of the  tcv.A 

capitalization is then calculated. These proponrons 

component costs to alrive at the weighted avmge cost. 

arc then multiplied time:; the 

As indicated on the exhrhtt. the 



weighted average cost of capital is 9.27 14%. 

Has the Company filed a class cost of service study as part of this filing? 

Yes. Mr. Hitchcock was assiged the responsibility for preparation of the study. He will 

sponsor testimony relating to assignment of class cost responsibility and the resulting rate 

design proposed to recover required revenue levels. 

113- this conclude your prepared direct $estimcony in Phis proceeding? 

Yes, it does. 



STATE OF SOUTHDAKOTA 

COUNTY OF BEADLE 

I, Rodney F. Leyendecker, being First duly sworn on oath, do depose and 
state that I have read this document and am famiiiar with the contents thereof 
and the same are true to the best of my knowledge and belief. 

FURTHER THE AFFIANT SAYETH NOT. 

4 
Subscribed and sworn to before me this dS day of May, 1999. 

Notary Public in and for t M t a t e  of S h i h  Dakota 



Northwestern Public Service 
Docket No. NG99- 
South Dakota Gas Revenue Requirement 
Test Year Ended December 31.1998 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
5 

T 6 
17 
4 8 
'; 9 
20 
2 i 
22 
23 
24 
25 

Description 
(a) 

Rate Base 

Rate of Return 

Required Return 

Adjusted Test Year Operating lncome 

Change in Operating Income 

Income Tax Effect - 
Federal @ 35% 

Revenue (Excess) Deficiency 
Gross Receipts Tax @ 0.001 5 
MGP Removal Cost Adjustment 

- 
I otal Revenue (Excess) Deficiency 

Test Year Pro Forma Revenue 

Revenue Requirement 

Revenue Requirement % Change 

South 
Dakota 

Gas 
(b) 

Reference 

Exhibit JTPH-I), Sch. 9, Col. (g), Line 28 

Exhibit -(TPH-I), Sch. 9.2, Col. (h), Line 7 

Line 1 multiplied by Line 3 

Exhibit -(TPH-I), Sch. 1, Col. (a), Line 19 

Line 5 minus Line 7 

Line 9 divided by .65 times .35 

Line 9 plus Line 12 
Exhibit -(TPH-I), Sch. 1, Col. (i), Line 13 
Exhibit -(TPH-I), Sch. 1, Col. (f), Line 10 

Line 14 plus Line 15 plus Line 16 

Exhibit JTPH-I), Sch. 1, Col. (e), Line 6 

Line 18 plus Line 21 

Line 18 divided by Line 21 



Northwestern Public Setvicc; 
Consolidated Cost ol Cap:isl - NorthWestorn Corpornlir-i? 
December 31, 1907 and 1999 

1 Long.Torrn Debt 
2 
3 Prc4errt.J Slock Equity 8 Secur~l~os 
4 
5 Common Sloth Equily 
6 
7 Total Caprlaliral~on 
8 
9 

10 Long-Term Debt Detatl 
11 First Mortgage Bonds 
12 7 000% Serres 
13 6 9905: Series 
14 6 950% Serres 
15 7 100% Scrres 
16 Pollullon Conlrol Obligat~ons 
17 5 9009'0 Serres 
1 8 5 90096 Series 
19 5 850% Sews 
20 5 900% Sei~es 
21 Sanior Secured D3bl 
22 7 530% Swes 
23 7.330% Serres 
24 Glher Long-Term Deb! 
25 Miscellaneous Sellerdllotes 
26 Amort. ol Deb1 Disc, and Expense 
27 
28 Total Long Tern Debt 
29 
30 Preferred Slock and Socur~lias Delail 
31 4 50C%Ser1s 
32 8 125% Series 
33 7 200% Serres 
3.1 6 500% SG~ICS 
35 
36 Total Prelerred Stock and Securities 

Acct. 428 

Schedule KO. 9.2 
P a ~ o  1 ol 1 



- 
. . . Exhibit(RFL-3) 

Paga 1 of 2 
-\ 

Apn! 30, 1999 Page 6 . 
that Virgma Power's unrestr~cted right to the Income did not e 

erefore, the Court held that there was a substantwe nexus 

r IRC Section 162(a). 

Accordingly, the court Power met the requirements of 
IRC Section 1341 and of its 1991 tax liability. 

Environmental Clean-Uo costs/ \ 

more information or questions on this case, please call Jeff 
or by e-mail at jbalch@dttus.com. 

In a study published by Regulatoy Resw;u~h Assoaates, lnc. (RRA) entitled 
Major Rate Cane Decrsions -- January 1987 - December 7998, S~~pplemsntal 
Study, RRA has presented key aata irom ail major rate for the years 1997 and 
1998 by type of u!ihty servlce and included summary information from cases 
decided in the last eleven years. 

The regulatory study data indicates that the average equity return authorized 
electric utilities in 1998 approximated 11.7% which is a modest increase from 
the authorized 11.4% in 1997. There were 11 electric determinations in both 
1997 and 1998, significantly fewer than the 33 cases determined in 1988. 
Based on 13 gas cases in 1997, and 10 gas cases in 1998, the average reiurn 



- , Exhi b i t ( R F L - 3 )  

rrblic Utility -.. Page 2 ot 2 

Execrr five Briefs April 30. 1999 Page 7 
. 

on equity authorized for gas utilities increased slightly from approximately 
11.3% in 1997 to approximately 11.5% in 1998. There was only one equity 
return determination, 11.3%, in the telecommunications industry in 1998, 
mmpared to five detmninations in 1997, wtth an average return on equity of 
approximately 1 1.6%. 

Average Authorized Return on Equity 

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 199, 

Year 

Numbsr of Equity Return Determinations 

I 
i f f -  Gas 

I +Telephone 
40 v 1 

Yegr 
, . 

As depicted above, RRA's study indicates a downward trena ~n the number of 
equity return determinations in current years. Reasons for this trend include: 
industry restructuring/intensiQing competition: more effic~ent utility operations; 
technological improvements; relatively low interest and inflation rates; 
accelerated depreciation and amortization programs; and the growing use ~f 
performance or price-based regulation. 



e and business ad 

Jeffrey J. Decker, 33 Third St. S.E., Hu:on South Dakota 57350. 

y whom are you exnpIoyd and in what positisn? 

I am employed by XofihWestern Energy Corporation as Manager Pricing - Services. 

Pltmsct describe your education and business experience md bmkess lcr 

I: graduated in 1956 from Dakota Wesleym University with a Exhelor of Arts degree in 

Business Administraticn. 

I joined NsfihWesern Public Sefiice in 1988 as a c o p n  'xcount;mt working 

with fniziciaj repmting. Starting in 1993 I woP'kd with NorthWestem Growth 

Corporation. My rzsponsibilities included financial malysis of potential comp:mies ro be 

aquired. in 1395 ! became the direcioi of rates. I was prornot~': to Manager of Financial 

Services - NEC in 1998. Since 1996 I have been responsible for developing the 

Northwestern Public Service Gas revenue budgets for South Dakota and Nebraska. 9 also 

maintain and analyze heating degree &;/,data for both states on a monthly basis. 

. 
I 



&%'hat is the purpose of your preptar direct tmtimowy? 

I am supporting the weather normalization pro f o m a  adjustment to the income statement 

sponsored by Company witness Hitchcock. The heating degree days by cycle are shown 
. 

in Exhibit (JD-2). The revenu'e-xijustments are calculated on Exhibit (ID-I) Pages 1 
-'% 

through 12. 
'.. 

\ 

&Vather Normlizalion 

Please explain Exhibit (JJD-21, Page P of 1. 

The 1998 test year was wanner than normal, which resulted in lower sales and revenues. 

I have adjusted the test year revenues to ca-respond to normal weather. 

W h a  s e c t  did wmt 

tilr net The rota! net weather adjustment reflects an increase to h e  Compmy's test y- 

income as a result of weather nonnmlizing billed sales and unbilled sales fvr welve 

monLhs ending December 31, 1998. The calculation to obtain this adjustmen: is included 

in Exhibit (JJVD-1) Pages 1-12. Volumes were adjusted by class. Adjusted volumes were 

then used to calculate revenues at present and proposed rates. 

Base explain the methdsbgy used to caEculade the areather n o r m k t i s n  

The rnethhoology used for the normalization is consistent with that used in determining 

the annuai forecasted sales for the calculxion of the NorrhWestezn budget projections. 

This methcd calculates a normalization factor by taking the sum of the monthly heating 

degee day iinrma!s a i d  dividing them by the sum of the mclnthiy degree day  actuals. 

Healing degree days for xtual and normal are cdcu!ated on 3: billing cycle bass  to 
- 



provide a k n e r  match with revenues. This normalization factor is applied to actual 

annua! sales (less baseload sales) to either decrease actual sales if  it is colder than normal 

or increase sides if  it is wanner than normal. 

Q- e W U P C ~  for the wsrmafl and actual heating degree day information. 

A- The normal and actual degree days are reportcd by the National Oceanic and Atmospheric 

Administration. The monthly Normal Heating Degree Days are based on a thirty year 
. 

average for the period of-fB61-1.990. 
1- 

in calcu~ating consistently with the Porth~estern gas revenue budget 

\ 

methodology, I used the Huron weather sesvicc actual and normal heating degree: data. 

Huron is located close to the center of our service territory and represents a reasonable 

average of the weather affecting our customers. 

is reasonable in your weather adjustment? 

A. Yes, I hwe. This is contained on Exhibit - (JJ~>-3). 

A. Shown on this exhibit is the heating degree data for ca!end,u year 1998 for Huron, 

Akrdeen and Sioux Falls, South Dakota. Northwestern's gas markets fall in as near 

these locations. The ciafa shows that Huron experienced more wanner than rsormal 

weather then either Aberdeen or Sioux Falls during 1998. v 

1 Q. Had you used the average data for these three cities iiw yous weather adjaasmenk 

I what wskaPd have been the result? 

7 A. Since the average heating degree day variance IS less than Huron, the rcsults from a 



weather adjustment using the avenge data would have produced a lower weather 

adjustment. This would have resulted in a need for a larger revenue increase. 

this ccsnclude your prepared direct t d  ing? 

A. Yes.itdws. 



STATE OF SOUTHDAKOTA ) 
) ss 

COUNlY OF BEADLE 1 

I, Jeffrey J. Decker, being first duly sworn on oath, do depose and state 
that II have read this document and am familiar with the contents thereof and the 
same are true to the best of my knowledge and belief. 

FURTHER THE AFFIANT SAYETH NOT. 

Subscribed and sworn to before me this * day of May, 1999. 



NorthWeslern Publlc Service 
Pior~nalization of Billing Unils - Therrns a~:d Revewes 
Twelve Monlhs Ending December 31, 1998 
So~lth Dakola Residential- Rate Code 81 

Schedulo No. 2.1 
Page 1 of 9 

Llno 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Dascriplion 
(a) 

Raference Block 1 B i ~ c k  2 Efoc k 3 Told - ---- -.-- ----- - - 
( h) !a (4 (0) ( 1 )  

First 00 Ovor 33 
Thorrns Therrns 

Augusl 1998 Therm Units 
Seplgmber 1998 Therrn Unlts 

Sublolal 
Times 

Baseload Therrns - Annual 
Total Therm Units - Base Year 

Base Year Aclual Hez!ing Degroe 
Day (HDD) SonsWe Therrns 

Times Normal HDDs Sch 2.2 
Oivido by Actual HDDs Sch 2.2 

Normalized HDD Sensitive Thernis 
Add: Easeload Therms Above 

Tolai Them Uriils - Test Yoar 
Tesl Year 

Reverwes O 
Proposed Proposed 

novenue Recovery 

Customor Ctiar~e ' 
D~str~bulion Dellvery Cmnrnod~ty Char~e  
Firsl 30 lherrns 
Ove; 30 tllurmv 

Ad Valorem Tax Adjustment 
MGP Remo8~al Cost Adjuslmenl 
Gas Cost Commod~ty Charge 
Gas Cost Demand Chaiue 

Totals 
Less: Gas Cosl 

FAargrn 



NorthWestern Public Service 
Norrnalizalion of Billing Units - Tiierrns and Revenues 
Twelve Monlhs Ending December 31, 1998 
Soulh Dakota Smaii Coinrilercial - Rate Code a2 

Line 
No. - 

1 
2 
3 
4 
5 
6 
7 
8 
9 

to 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
33 
31 
32 
33 
34 
35 
36 
3'1 
38 
3'1 
40 
4 1 

Description - 
(a) 

August 1998 Therm Units 
September 1998 Therm Units 

Subtotal 
Times 

Baseload Tharrns - Annual 
Tolal Thorm Units - Base Year 

Base Year Actual Heating Deuroe 
Day (HDD) Sensilive Therms 

Times Normal HDDs Sch 2.2 
Divide by Actual Hi)Ds Sch 2.2 

Normillized HDD Sonsilive Therrns 
Add: Baseload Therms Above 

Total Therm Uni!s - Tesl Year 

Revemre Hocovery 

Cuslomoi Charqe a 

Oistr~bution Delivery Commsiiity Charge 
Fire1 400 thenns 
Ned 1,600 iherrns 
Over 2,600 therins 

Ad Valo!orn Tox Adjustmonl 
MGP Romoval Cost Adjustm:?nl 
Gas Cost Com~nd~ty  Charge 
Gas Cost Demand Charge 

Totals 
Less: Gas COSI 

First 400 Ekx! 1,600 Ovsr 2,000 
Therms Therms Therms 

Schedule No. 2.1 
Page 2 of 9 

Test Year Test Year 
Base Yeai Test Year Revenues Q Revenues 8 

Billing Base Year Base Year Billing Prosent Present Proposed Prowsed 



NofltlWeSlOrfl P ~ b k  S Q N ~ C ~  
Nornlalization of Billing Units - Tharrn~ and Flevonuoo 
T ~ n l v a  Months Ending December 31, 1998 
South Dakota Large Conl~nercialJlndustiisl Firm . Rnlo Coda U4 (Option A) 

Lrne 
No. -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
1 s 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

Description -- Refurenca - ---- 
(a) (b) 

August 1998 Therrn Units 
September 1998 Therm Units 

Sublotal 
Tmes 

Baseload Therms - Annual 
Total Therrn Units - Base Year 

Base Year Actual Healing Degree 
Day (HDD) Sens~tive Thernls 

Timas Normal hDDs Sch 2.2 
Divide by Actual HDDs Sch 2.2 

Normalized HDD Sensitive Therms 
Add: Baseload Thernis Above 

Total Therm Units - Test Year 

Revenuo Recovery I 

Cuslonler Charge 
Dlslrlbutron Dollvery Commodrty Chargo 
All lherms 

Ad Valorem Tax Adjustment 
MGP Removal Cosl Ad~ust!nenl 
Gza Cost Commodrty dhargo 
Gas Cosl Demand Chargo 
Releasod Capacity/Batancing Surcharge 

Tolals 
I Less: Gas Cosl 

39 
40 Ehrgin 

All 
Thorms 

Schodulo No. 2.1 
Pago 3 of O 

Test Year Tost Yoar 
Revenues @ Fiovonues 8 

Present Presenl Proposod Proposed 
Rates Rates Ralos Rates -- - - -. -. - - - - -- - - - -- 
(Q) (W (I) (I l 



NcrtliCVeslorn Publlc Servlce 
Norn~allzallon ol B~lllng Units - Therrns and Reventles 
Twelve Morilhs Endlng Docornbor 31, 1998 
Soulh Dohola I arge Cornmerc~aVlnduslr~aI Flrrn - Rate Ccde 8.4 (Opllon 9) 

August 1998 Therm Units 
Seplember 1998 Them Un~ls 

Sublolal 
Times 

Baseload Therrns - Annual 
Tolal Tlierm Un~ls - Base Year 

Base Year Aclual Healing Degrao 
Day (HDD) Sens~llvs Therms 
T~rnes Normal HDDs Sch 2.2 
Drvldo by Aclual HDDs Sch 2.2 

No~malized HDD Sensilive Therrns 
, 

Add: Baseioad Therrns Above 

Tolal Thorm Unils - Tesl Year 

Cuslorrier Charge 
D~slr~bufion Dellvery Cornrnod~ly Ct~srgo 
NI  !hems 

Ad Valorem Tax Adjuslmenl 
MGP Removal Coal Adjcrslrnenl 
Gas Cosl Cornrnod~ly Char~e  
Gas C o ~ l  Demand Charge 
Released Capac~tytBalancing Charge 

To!als 
Less: Gas Cost 

Block I rjlor,b. 2 Block 3 Tolal - - - - - - - -- -- - - - - - -- 
(ci (4 ( 0 )  (1) 

Ni 
Therms 

Tesl Year 

Schedule No. 2.1 
Pago 4 019 

Tesl Year 
Base Year Tesl Year Revenues O Revenues O 

Drlling Base Year Base Yenr Billing Presml Present Proposed Propcsed 
Delerrninants Rates Revenues Delerminants Rates Rates Hales _ - Fia_lgs__- -- - - -- - -- - 

( 4  (dl (4 (0  (a) (h) (1) (I) 
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NoriiiWoslorn Public S e ~ l c o  
Norniolinal!on of Bl!ling Units - Thenns an(! Revcnuaa 
Twelve Monlhu Ending Docombor 31,1998 
South Dalrolo Laroo ConimerciaVlrlduslrial 1nior:uplible - Rato Code 05 (Opiion A) 

Llrm 
No. -- -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
I I 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1 
32 
33 
34 
35 
?A 
37 
35 
38 

Ail 
Therrns 

August 1098 Therm Unils 53,000 0 0 53,000 
Suplonibor 1998 Therrn Unils L 54 700 - -  0 0 - 54,700 

Bnsolond Thorms - Annual 
Tolul Tliur~n Umls - Base Year 

Bnw Ycor Aclual Heulmg Cegree 
Day (HDD) Sonstl~ve Thor~ns 2,769,980 0 0 2,769,980 
Tmes Normal HDDs Sch 2.2 8,015 8,015 8,015 0,015 
Dwde by Actual HDDs Sch 2.2 6,745 6,745 6 t z L e  - ?i,745 

1 Normalized HDD Sonsilive Tllerms 3,291,530 0 
Add: Batcload Therma P.L.?ve 6461200 0 - 

Test Year 
Revenues O 

Presenl Present Proposed 
Base Year Tsst Year 

B~l!inn Base Year Bas0 Year Eill~ng 

Cuslorner Char99 1,404 $70.00 $98,280 r ,329 
D~slribul~on Dellvery Comrnod~ly Charya 
All Iherrns 3,416,180 $0 0348 Sj i  !8.079 3,937,730 

Ad Valore~ri Tax F.djuslrnenl i,987,000 $0,0063 $12,445 3,937,730 
MGP Ro~noval Cost Ad~uslrnont 3,416,180 $0.01 40 $47,827 3,937,730 
Giri? C051 Con?:iicd~tv Charge 3,41G,lBil $0 2152 9735,223 3,937,733 
Reled~od Capac~lyiBalanc~ng C h a r ~ e  3,416,190 $0.0170 $58,07G 3,416,180 

, - 
Tola!$ 3,418,180 %I ,070,730 3,937,730 
Loas: Gas Cost -%?CTJ,299 



,VoriIiWetllern Public S e ~ l c e  
Nornlolizatlon of Billing Unlls - Thorrns and Hovonwe 
Twelve Monlhs Ending December 31, 1998 
Soul11 Dakota Large ComnierclaWlnduslrlal lrilmupllble - Rale Code 85 (Option B) 

No. Descripl~on -- - - - - - (i -- . 

1 
2 
3 
4 August 1998 Therm Unils 
5 Seplornbor 1998 Ttiorm Unlls 
6 
7 Subtolal 
8 Tlrnos 
9 

10 Bosulosd Tt~errns - Annual 
1 1  Total Ttierm Un~ls Baso Year 
12 
13 Base Yoar Acludl I-ioalmg Dogroo 
14 Day (HOD) Serwllve I t i b ' r r !~~  
15 Tmes Flormal IiDDs Sch 2.2 
16 Divida/by Aclucl HDCs Sch 2 2 
17 
18 Normalizd HLiD Sensitlve Therms 
19 Add: Baseload Thsrnis Above 
20 
21 Tolal Them Units - Test Yoar 
22 
23 i 

24 
25 Rovenuo Recovery 
26 
27 
20 Cuelornor Chnr~e  
29 D~sIribul!on CJol~vory Com~noddy Charge 
30 All h r m a  
31 Ad Valororn Tax Adjuslrnonl 
32 FhQP Ramovirl Cod Adjuslr~ion! 
33 Cia8 Cost Cornn~od~ty Chargo 
34 floloiisoc! Copncl!ylB~~lr~nr,!ng Charge 
35 
36 Table 
37 Loao: Ons Cosl 
38 
39 Margin 

All 
Thernxi 

Bace Yoar Test Year 
Bi l l ln~ Oaeo Year 0330 Year Billing 

Schedule No. 2.1 
Page 6 of 9 

Tesl Year Test Year 
Revenues 68 , Revenues O 

Prosenl Present f$cpsrrd Proposed 



NorthWestern Public Senllce 
Normalizallorl of Billing Units - Thorms and Revenues 
Twelve Months Ending December 31,1998 
So~~t l i  Oakola Transporlation - Rate Code 07 (Option A) 

1 
2 
3 
4 August 1998 Therrn Unit3 
5 September 1998 Therrn Unlts 
6 
7 Subtotal 
8 ~ i m e s  
9 

10 Basolond Therms - Annual 
I 1 TolaI Therm Un~ts - Base Year 
12 ! 

13 : Base Year Actual Healmy Degree 
14 Day (MID) Sens~t~ve Therms 
15 Tunes Normal HDDs 
16 Dlv~de by Aclual HDDs 

117 
18 Normalized HDD Sensitwe Therms 
19 Add: Baseload Therms Above 
20 
21 Total Therm Un~ts - Test Year 
22 
23 

i 24 
25 Revenue Recovery 
26 

Sch 2.2 
Sch 2.2 

28 Customer Charge 
29 Dislr~bulion Dellvery Commod~ly Charge 
30 All therms 
31 Extended Service Rider Discount 
32 Ad Valorem Tax Adjustment 
33 hlGP Removal Cost Adjustment 
34 
35 Totals 
36 Less: Gas Cost . 
37 
38 Margin 

Block 1 Block 2 Block 3 - Total 
(c) ( 4  ( 4  ( f)  

All 
Tharms 

Base Year Test Yezr 
B~l lh~)  Base Year Base Year Billing 

- Revenues De!ermirianls Determinant8 Rates 
(c) (4 (0) (1)  

Schedulo No. 2.1 
Pago 7 of 9 

Test Year Test Year 
Revenues @ Revenues 4 

Present Present Proposed Proposed 



NorihWesiern Public Service 
Nornlaliralion of Billing Unils - Thorms and Rovenuoe 
Twolve Monlhs Ending Deceinbor 31, 1998 
Soulh Dakola Transportation - Rate Code 87 (Opllon A) 

August 1998 Therrn Unils 
September 1998 Therm Unlls 

Sublolal 
Tmes 

Baseload Thernis - Annual 
Tolal Ttiernl Uri~ls - Base Year 

Base Year Aclual tloallng Dogree 
Day (tlDD) Sens~l~ve 1 horrns 
T~rnes Normal HDDs 
Dlv~de by Aclual HDDs 

Normallzed HDD Suns~tive Tliarmv 
Pro Forrna Now Load 
Add: Baseload 'fherins Abovo 

Tolal Therm Unils - Tesl Yuar 

Revenue Recovery . 
Cuslomef Charge 

Reference 
- - -%i-- 

Scl12.2 
Sct12.2 

D~s l r~ t~u l~on  Dollve:y Comrnotl~ly Cl~arr~o 
All Ihorms 

Exlended Service R~dor Dlscourll 
Ad Valorem Tax Adlusltn,unl 
MGP Rernoval Cosl Adluslmenl 

Totals 
Less: Gas Cosl 

Margin 

All 
Therms 

Schedule No. 2.1 
Poge 8 01 9 

0 28,_241,@& ?S,?Pl& _ - - -- 2 -- --- -- - -- , - 
/ 

-- ~esl'year Tesl Year 
Baoe Yoar Tesl Year Revenues O Revenues O 

Brlllng Base Year Base Yoor B~l l~ng Presenl Presenl Proposed Proposed 
Revsnues Delorm~nanls Rales eg!!!r!n!n!E!s - L?a_It]8 _- -- - - -  -/ Rales Rales Rates -- - -  

(c) (4 (0) (I) (g) (h) (i)  (I) 

20,293,140 %802,Ci01 28,241 ,Ed0 $1,133,133 51,296,153 
- -  $2- SO --- $0 

@02 sot -- - --L%.2> --- _9_1,132J_38_ q!Q9QE. 



NorthWestern Public Service 
Normaliwlion of Billing Units - Therrns and Revenues 
Twtflve Months Ending December 31,1998 
Soulh Dakola Transporlation - Contracts wlth Devlalions 

3 
4 Au~usl  1998 Thorm Unils 
5 Seplember 1998 Therm Unils 
6 
7 Sublolal 
8 Times 
9 

10 Baseload Therns - Annual 
11 Tolal Therm Clnils - Base Yoar 
12 
13 Base Year Aclual t-tculir~g Degree 
14 Day (HPD) Sensrlrvs Therms 
15 Tmes Normal HDDs 
16 Divide by Aclual HDDs 
17 
18 Normalized HDD Sensitive Therms 
19 Pro Forma New Load 
20 Ada: Baseload Th~rnrs Above 
2 1 
22 Total Therm Unils - Tesi Year 
23 
24 
25 
26 Revenue Recovery 
27 
28 
29 Cuslomer Charge 
30 D~stnbulron Dellvery Cornmod~ty Charge 
31 All lhernis 
32 Exlended Serv~ce R~der U~.;c~unl 
33 Ad Valorem Ta* Adluslmenl 
31 MGP Removal Cosl Adjuslmenl 
35 
36 ToliiLs 
37 Lees: Gas Cost 
38 
39 Margin 

Heference Block 1 Ulock 2 . B!$k 3--. Tolal 
(b) (c) (dl (el ( 1 )  

All 
Therms 

1,250,870 0 0 1,250,870 
Sch 2.2 8,015 8,015 8,015 8,015 
Sch 2.2 - 6,745 6,745 6,745- 6,745 

Base Yoar Tesl Year 
Billing Base Year Base Year Billina 

Schedule No. 2.1 
Page 9 019 

1 
Test Year 

Revenues Q 
Present Presenl 

Rates Rates -- 
(a) (h) 

Test Year 
Revenues O 

Proposed Proposed 
Rates Rales-- ---- - 

(i) (1 



Northwestern Public Service 
Norrnalizatlon of Billing Units - Therms and Revenues 
Twelve Months End ln~  Decsrnber 37, 19% 
South Dakola Transportation - Contracts with Deviations 
South Dakota Soybean Processors - Volga 

Schedule No. 2.1 .i1 
Page 1 of 3 

Llne 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
I 1  
12 
13 
I4 
15 
1 E 
17 
ti! 
111 
20 
2 1 
22 
23 
24 
2: 
26 
27 
26 
29 
30 
3 1 
35 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Reference Block 1 Block 2 Block 3 Total -- -- - . - --- - - -- - - - - -- - 
(b) ( 4  (dl (el ( f) 

All 
Therrns 

Aug~st  1998 Theim Units 
Seplember 1998 Therrn Units 

Subtotal 
Times 

Dusoload Therrns - Annual 4,472,820 0 0 4,472,820 
Tolal7herin Un~ls - Base Year -.v?!Ek 3. ---- 0 - 5,291,040 

Base Year Aclual Iieal~ng Degree 1 

Dtiy (I KXl) %%We Therms 81 8,220 0 0 818,220 ' 
T~rnes I4orn1al HDDs Sch 2 2 8,015 8,015 8,015 8,015 
C:uldo by Ac!unl i iEC5 Sch 2.2 --fi,72 ---A_- 6 745 6 745 - - 6,745 

Notrnoltz.ed HDD Sensil~ve S iierrns 
Pro Forma NGTW Load 
Add: Baseload Tkrrns Abova 

Total Therrn Unils - Test Year 
Test Year Tesl Year 

Revenues O Revenues O 
Present Present Pro;;osed Proposed 

B ~ s s  Year Test Year 
Billinn Base Year Base Year Billina 

Revanue Recovery Rates flatas Rates Rates - 
(9) ih) (1) 0) 

Cuslorner Charge 
Dlslrltc~lron Ueltvery Corr~ntodtly Ctinrgu 
All Iherrr~s 

Exlendad Servm n~dur @!scouril 
Ad Valorarn Tax Wjuslrnorll 
tAGP Removal Cosl Adjuz!l~le~~l 

Totals 
L.ess: G ~ E  Cost 

50.01 20C per lhcrm 



NofihWoslern Public Scrvlco 
Normdization 01 Billing Unlto - Thmns and Rovonuse 
Twolve M n l h s  Ending Dx6mbr  31, 1QD8 
Souill Dckola Trnnsprtirtlon - Conlrecls ~ i l h  Devletions 
3M - Brookhgs 

Lrno 
nefsrenco Block t Block 2 Rlwk 3 'Total - - -.- 

(5) (4 (4 ( I f )  (0 

1 NI 
2 Therrns 
3 
4 August 1998 Therm Un~ts 216,330 0 0 216,330 
5 Seplember 1998 Therm Units --. 312 .-L.- 021) -- 0 -- -- 0 _. - ___ 3 12,020 
6 
7 Subtotal 526,350 0 0 528,350 
8 Times - - - - 6 - - 6 - - - - 6 6 
9 
10 Baseload Therms - Annual 3,170,100 0 0 3,170,100 
1 1  ToU Therm Unrts - Base Year - -3!62t260 --- 0 0 -__A_- 3 462 260 
12 
13 Base Year P.ctual tiealrng Degree 
! 4 Day (~IDTJ) Sensrtcve Therms 292,150 0 0 292,160 
15 Tmes Normal HDDs Sch 2 2 8.0 15 9,015 8,015 8,015 
16 Div~dn by Actual HDDs Sch 2 2 - 2 2 5  - . ---, 6 745 -- _ . - _6,T42 -.. -- 6,745 
17 1 
16 Normallzed HDD Sensrtrvo Ttierrns 347,170 0 0 347,170 
19 Add: Baseload Therms Above -~170,100 - 0 --_--- 0 -..I 3170,100 
20 
21 Toial Them Untts - Test Year - bV?Z!L _ - 0 - -_. --= 0 -&517.270 
22 
23 Base Year Test Year 
24 t31111ng Base Yoar Rase Year B~lling 
25 Revenue Recovery Determinants Rates Revenues Determ~nants 
26 (c) (4 (e) (r) 
27 
28 Cus!ornsr Charge * 12 $260.00 $3,120 12 
29 Distribul~on Delrvery Comrnod~ly Charge 
30 All therms 3,462,260 $0 0154 553,290 3,517,270 
31 Extended Service RlGer Drscc~nt $0 
32 Ad Valorem Tax Adpstmml 1,325,790 $0.0037 $4,873 3,517.270 
33 MGP Removal Cosl kdjuslrner~t 3,462.26G $0.01 12 538,779 3,517.270 
34 
35 Tc!als '3,462,260 $100,002 3,517,270 
?& Leas: Gas Cost 8 ---- 
37 
38 !.%r~!r~ - -- $ l Q Q B  
35 
40 Tobl C$;nrnocltty Rale = % 02800 per tiierm 

Test Year 
Revenues O 

Present Present 
Rates Rates , 

(a (h) 

Schedule No. 2.1 .a 
P n ~ o  2 013 

Test Year 
Revenues @ 

Proposed Proposed 
Rates Rates 

(i) (J 



NorlhWeslom Public Snrvice 
Normalization of 6illng l h t s  - Thems and Re%mues 
Tivelve Months Ending Deccmber 31,1998 
Soulh Dakola Transpoilation - Contracts w ~ t h  Deviatio~~~s. 
Sspulo Cheese - Big Stone 

August 1998 Therm Units 
September 1998 Them Units 

Subtotal 
Times 

Baseload Thems - Annual 
Total Them Units - Base Year 

Bsse Year Actual Heat~ng Degree 
Day (HDD) Sens~tlve Therms 
T~mes Normal HCGs Sch 2 2 
Dwde by Actual HDDs Sch 2 2 

Normalized HOD Sensliivi: Therms 
Add: Baseload Therms Above 

Total Therm Units - Tesl Year 

Revenue Recovery 

Custon;er Charge + 

D~slri iut~on Dellvery Oornmod~ly Charg-. 
All therms 

Exrended Servlce Rder Ulscount 
Ad Vaiorem Tax Adpstment 
MGP Removal Cost Adjus!menl 

Base Year Test Year 
ail!ing Bazs Year Base Year B~!lng 

DelermIn~nts Rates Revenues Delerminants 
(ci (dl (4 (0 

Sctiedulo No. 2 1 n 
Page 3 of 3 

Test Year Test Year 
Revenues Q Revenues 62 

Present Present Proposed Proposed 



Huron, Soulh Dakota 

NorthWeslern Public Service 
h'ormalization of &!ling Units - Healing Degrou Days 

Schec'de No. 2.2 
Page 1 of 1 



NORTHWESTERN PUBUC SERVICE 
19% HEATING DEGREE DAYS 

JAPlUAW 
FEBRUARY 1 MARCH 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 

' t 
FEBRUARY 
MARCH 
APRIL 
MAY 
JiiME 
JQL'P' 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEhdBER 
DECEMBER 

NOVEMBER 
DECEMBER 



OF 
THOb%BS P, MTCHCOCK 

Pbse state your name, ~ ~ u p a ~ n  and bc~iness address. 

,Wy name is T!wrns P. Hitchc(9~k I am Executive Vice Resident of NorthWestern Energy 

Cupration ("NEC-'). My business address is 33 Third Street SE, Huron, Scrilth Dakota 

57350. 

I 15~a.s graduated M a p a  Cum Lau& from Kearney State College in 1975, now known as the 

TJniversity of Nebmka at Keamey, receiving a Bachelor of Science d e , ~  in Business 

Adminismtion. 2-1 1991, I anenML the University of ~Wchigan md corr.p!etea their Public 
.. 

Utilities Executive Progat-n. 

In June, 1975 I accepted a position w ~ t h  Umsas-NebrAa Natural Gss Company 

(now known as L'L' Enersg, Inc.) ("KNE") as an internal acrtitor jn their Hastinss. Nebmka 

office. While with KNE I held the positions of Senior Financial Analyst. M a n a y  - Gas 

Accounting. Manager - Accounting Services and Director of Rates. Between 1953 and 

1985 I held the position of Chief Accountant for Midlands Energ Company. an oil and 2 s  



production affiliate of LT'E spun-off to shareholders. Freeport-McMoRm, Icc. later 

acquired Midlands Energy Company. While employed by ICXE. the majority of my work 

was xcourtting related, including rate analysis. cost of sewice studies, csst alloca~ons, m e  

desig. general ledger and accounting systems. tariff maintenance, financial reportins. 

smtegic planning and budgeting. Major responsibilities in my last position at KiE 

included a11 aspects of rate mci tariff filings with the Fedeml Enewj Regulatory 

Commission, state and local jurisdictional authorities. 1 also supervised the consolidated 

accounring team for KNE, which included SEC m d  shareholder reporting functions. 

In .August. 1935 I accepted employmeni with NorthWestern Public Senrice 

('lir\iorthWestern"). My present ~s~;onsibilities include the mmagement of supply and 

ieglation for NorthWestern's r e td  operations in South DrtLota and Nebraska. 

No~:iWestern is :he replated utility division of NorthWestern Corpoiarion. while NEC is a 

wholly owxxi subsidiary of NorthWestem Corporation. SEC provides nalural gas supply 

rnmagemenr and quiatory semices for WorthWes~ern. 

Energy gas cost pdjustrnent hearing and NonhWestem'; filing to true-up [he Manufactured 
\ 

Gas Plmt removal cost. . 

Have you provided testimony in any other rate p ings before otlmerl- 

authorities? 

Yes. I h x ~  resrificd before the Fedeml Enersy Regulatory Commission. rhe Colorado 



Public Utilities Commission the Wyoming Public Service Commissicn and the Kmsas 
. 

Corporation Commission. 1 have also testified i~ various rate area hearings and coufi triais 

in Nebraska. -. 

For whom are you testifying in this proceeding? 

I am testifying on behalf of Northwestern Public Service ("NorthWestern" or "Company"). 

Please state the nature of your testimrong in Phis proceeding. 

The purpose of my p n p m d  direct testimony is eo set forth ii~formation to detehmjne the 

Soctj! Dakota Gas Revenue Requirement f ~ r  Northwestern. I have also prepared a class 

cost of service study for gas utility operations within the Souh Dakota jurisdiction. En 

addition, I will provide testimony supporting NorthWcstern7s rate design in this docket. 1 

wiltl also support NorthWestem's proposed rate tariffs. Finally, 1; will support ali Smemenx 

and Schedules inciuded in this filing not sponsored by another Company wines.  

fis NoarQihWstem filing gas rate cases in all of i t s  state juridictiom? 

Yes, i.*TorthWeaern is filing gas m e  cases in both South Dakota and Nebmska using the 

same test )-ex and similar pro forma ad-iustments to the extent zpplicable to each 

j r i  No~?'iVestein is having the revecue requirements of all gas jurisdictions 

determined using the most consistent basis as :he mechanics of the memaking process 

Yes, 1 am sponsoring two exhibits related to my tes5mony in th~s case. Exhibit 

Nos.-TPH- 1 ) and (TF'H-2). Various sciierluJes arc included as part nf ihtsc exhibits, 

including the derails of dl the operating income statenxnt,md nre b x c  adjustments. 



Exhibit(TPH-1) sets forth the South Dakota Gas Revenue Requirements study and 
-- 

ExhibitJTPH-2) is the South Dakotajurisdiction class cost of service study. 
1 

Were these erihibits prepared by you or under your direction and supervision? 
\ 

\ 

Yes, they were. Certain pro forma adjustments to operating income are supported by other 

Northwestern witnesses. I address those witnesses under the discussion of the pro fonna. 

Do these exhibits reflect the information shown on NorthWestem's ibocoks and records 

for the conresponding base period? 

Ycs. The information shown per book,  or actual, was taken from the bmks and records OF 

Northwestern for the base period consisting of the twelve-month period ended Decemkr 

31, 1998. The historical base period amounts were adjusted for known and measurable 

changes expected to occur during the time proposed rates $0 into effect. 

Wevefiue Requirements Skdv 

'What is contained in Exhibit-WE-I)? 

Exhibit-(TPH-I j is the South Dakota Gas Revenue Requirements smdy. A total of eleven 

major schedules are contained in this exhibit. 

What is contained in Exhibit-(TPHH-I), Schedule No. I? 

Schedule No. 1 of this exhibit is the Financial Summary, which sets forth the South Dakota 

Gas Operating Income Statement with Pro Foma Adjustments. This shows, on a summary 

basis: . 
1. The 1998 base year South Dakota Gas opemting revenues and expenses as included 

on the Company's 1998 Books and Records (Column (c)); 
1 

2. The pro forrna adjustments needed to reflect known and n e s u n b l e  changes used to 



determine the level of revenues and expenses for ratema!!ng purposes (Column 

3. The adjusted md normalized base year operating income (Column (el); 

4. The revenue adjustment required to have Adjusted Test Yea- Openting Income 

match the requested return (Cohmn (f)); and 
', 

5. The South Dakota Gas Operating Income Statement with the proposed re-denue 
'.. 

adjustment (Col~~mn (g)). 

Schedule No. 1.1. consisting of 2 pages, summarizes the individual pro foma adjustments 

to revenues and expenses, showing the effect on operating income of each of the 

adjustments made to the Company's book and -iecords to arrive at the appropriate rev& les 

and expenses for revenue requirements purposes. 

Schedule No. 1.2. consisting of 1 pase? summarizes the individual pro fcrma acijustments to 

rate base. The schedule shows the effect on S0u.t.h Dakota gas rate base of each of the 

known and measurable pm fcma adjustments ma& to the Company's books and records 

for purposes of aniving at the appropriate rate base for this ratexnaking proceeding. 

Schedule No. 2. consisting of 3 pages. is a summary of gxs sales and tr~nsportation 

revenues, containins actual base year billins units aid revenues. Revenues have been 

broken down into type of revenue recovery. customer charges, distribution delivery charges. 



ad valorem tax adjustment clause, MGP removal cost adjustment and g s  costs. In addition. 

test year billing units are shown with associated revenues derived using present and 

proposed rates. 

Schedule No. 2.1, consisting of 9 pages, contains the weather nonalization of 
1. - 

billing unit results. Each page sets fo&,.revenues at base year actual, present and proposed 

-'. 
rates by rate schedule. Northwestern witness Deckkr-sponsors testimony on the weather 

. 
aomdization adjustment made to each rate schedule. 

Schedule No. 2.l.a. consisting of 3 pages, sets forth the revenues derived from 

customers with contracts with deviations. 

Schedule No. 3.3, consisting of I page, contains thc monthly heating degrees for 

Fluron, South Dakota Northwestern witness Decker supports this schedule. 

Schedule No. 3, consisting of 1 page, sets fonh the details of other revenues, by 

account, during the base yriod md iwo years prior to the base period. 

Schedule No. 4, consisting of 3 pages, contains base period unadjusted and test 

-peirxl irrijusted operations and maintenance expenses by account. 

Schedule Nos. 4.1 through 4.6, consisting a total of 18 pages. contains more 

particulars on the operations and maintenance expense accounts. Specifically, the schedules 

contain information broken down between direct and common costs. Schedule Nos. 4.2 

and 4.6 contain the particulars on the allocation of cormnon costs to South Dakota Gas. for 

both the base year actual and test year adjusted. 

Schedule No. 5. consisting of 1 page. contains information or! the Company's 

depreciation and amortization expense. This scheduie also contains the allxation of 



common depreciation to South Dakota Gas. 

Schedule No. 6, consisting of 1 page. shows the particu!m on the Company's taxes 

other than income taxes expense. 

Schedule No. 7, consisting of 1 page. shows the computation of income taxes. A 

35% Federal tax rate was assumed in all calculations. 

Schedule No. 8. consisting of 1 page. sets forth the Company's estimate of rate case 

expense in this proceeding, along with the related adjustment to rate base for the 

unamortized rate case expense. 

Schedule No. 9, consisting of 1 page. contains the comptation of rate base md 

return. 
1 

Schedule ho. 3.1, consisting of 2 pages, shows the book . balances of plant accounts 

as of December 31, 1997 and 1998, along with base and rest year adjusted thirteen-month 

average balances. 

Schedule No. 9.3, consisting of 1 page, contans the consolidated capid structure of 

NorthWestern Corporation, and the computation of the cost of capital used in this docket. 

Northwestern witness Leyendecker sponsors information contained on this schedule. 

Schedule No. 9.3, consisting of 5 pages. contains the calculation of the thirteen- 

month average balance for certain rate base items, including any allocation of cormon cost . 

to South Dakota Gas. 

Schedule No. 9.4, consisting of 1 paze. contains the calcu!ation of the th:rtecn- 

month average balance for accumu!ated depreciat~on and amortization expense. 

Schedule No. 10, consisting of 1 page. sets forth the common or indirect allocation 



facrors for thc test period. These factors have been based on x t u d  1998 data, a d  am used 

io allocate canrnon or indirect costs during 1999 and the adjusted test period. Schedule No. 

I I is very similar to Schedule No. 10: it sets forth the actual base period allocation factors. 

Bso Form Adiustments - Opemtinp, Income Statement 

khcmk, can you please refe'er back to Schedule No. 1.1 of Exhibit-(TPH-I)? 

Woarld you please explain each individual pro foma adjustment to the opera 

income statement? 

A. Aclj~&.tmerat No. P - WeaLher Nosw~limtionn 

Details and calculation of this adjus:ment are shown on Schedule Nos. 3.1 and 2.2. This 

adjust,ment decreases the revenue requirement by $615.283. 

XonhWestem has made certain adjustments to base year volumes in determink: 

tesx year vclun~zs. The upward adjustment to base year volumes delivered to retail 

cusiomers is primwily the result of vm-mer than normal &ather in the base year. 

Heating degree-days during the base y e a  were approximately 85 percent of normal. 

NmhWestern witness Decker sponsors this adjustment in his testimony. In summary, 

actual base year volumes were divided i n t ~  temperature sensitive and non-temperature 

sensitive volumes. The non-temperature sensitive volame was determined using the 

August and September 1998 volumes in the base period. The temperature sensitive 

volume for the year was then calculated by subtracting the non-temperature sensitive 

volume from the total volume. The temperature serrsitive volumes are normal~zed in 3 

linear manner adjusting the base period temperature sensitive volumes by the rmo of 

historical normal heatins degree days to the actual heat~ng degree days matched to b~lling 



cycles during the twelve months ended December 3 1, 1998. 

This adjustment also determines the gas supply cost, ad valorem tax and MGP 

removal cost adjustments using weather normaiized sales requirements and the cost 

component of each rate schedule in effect on May 2, 1999. 

Adjustment No. 2 - New Customer Gas Load 

Details and calculation of this adjustment are shown on Schedule No. 2.1, psges S and 9. 

This adjustment decreases the revenue requirement by  $156,555. 

This zdjustment is the result of increasing test period volumes to three large 

commercial customers. These ificreased loads have come on in the last 12 months or will 

s t m  during 1999. 

Adjustment No. 3 - Other Revenurn 

&tails and cdculntion of this adjustment are shown on Schedule No. 3. T'nis adjustmtnr 

decreases the revexe  requirement by $34,469. 

.. 
-1 - ? n ~ s  adjustment is made to derive a more representative level of test year 

miscellaneous gas service revenues, based on three-year avenge actual revenues for the 

period ending December 3 1, 1948. 

Adjlasbneant No. 4 - Rate Case Expem 

Details and calculation of this adjustment are shown on Schedule No. 8. This adjustment 

increases the revenue requirement by $50,000. 

NorthWestern has included estimated rate case expense of $150,000 for this 

filins. This level of cost is proposed to be amortized into expense equally over a ?-year 

period. Included in this estimate of cost are consultant and other outside expense of 



SSO,W and SDPUC rate case fund costs in the amount of S 100,000. This Icvel of cost is 

proposed to be trued-up to actual at the conclusion of this proceeding. This adjustment is 

consistent with prior ratemaking treatment. 

Adjustment No. 5 - LP Gas Expense 

Details and calculation of this adjustment are shown on Schedule No. 4.3. This 

adjusrrnent decreases the revenue requirement by $132. 

This adjustment is made to reflect the LP gas cost recovered through the gas cost 

adjustment clause. 

Adjustment No. 6 - Advertising Expense 

Details and calculation of this adjustment are shown on Schedule No. 3.4. Th;q 

adjustment decreases the revenue requirement by $106,135. 

This adjilstment is made to reflect the elimination of known and measurable 

prorfiotional and instituriona! advertising expense originally booked as a utility operating 

expense. The total cost reduction foi these expenditures are $492,945. South Dakota's 

gas operations share of this elimination of cost was calculated using ccmmon allocation 
. 

factors in effect during 1998. This adjustment is consistent with prior nremalung 

treatment. 

Adjustment No. 7 - Labor Expense . .. 

Details and calculation of this adjustment are shown on Schedule Nos. 4. 4.3 a~;d 4.4. 

This adjustment increases the revenue requirement by 597.305. 

NoflhWestern h a s  adjusted actual base year labor allocated or directly ct1arsp.i ro 

South Dakota operations In the amount of S3.247.507 by 3 percent. This ialls lnro the 



avenge range of recent annual salary adjustments to employees. 

Adjwtnmt So. 8 - Cornon A1Bocation Factors 

Details and calculation of this adjustment are shown on Schedule Nos. 4.2. 4.6, 5 .  6. 10 

and 11. This adjustment decreases the revenue requirement by $357,016. 

This pro f0nr.r; outlines the impact of updating the basis uscd to allocate common 

c c s ~  between electric and gas, and further betweerr Nebraska and South Dakm p s .  The 

company uses principles of allocation previously reviewed by the South Dakota Public 

Utilities Commission in prior gas cases. Depending on the type of common cost. 

airncunts are allocated based on factors dm etoped using customer counts. revenues. plant 

invesunent. labor charges, erc. This adjustment is the result of the Company a l l ~ a t l n g  

base year common costs by upchted allocation factors to be u-sed to s ! l ~ r ~ t e  19% 

cornmon costs. These factors x e  see fonh on Schedule Nos. 10 and 1 I. Company 

employees have the abil~ty and 2 s  encowaged to directly charge costs to a service and 

jurisdiction when ik costs are speciilcaily identifiable to that jurisdiction. Costs not 

directly assigned are allocated using different bases. This allocarion basis, which is often 

referred to as the common alloca~ion. . is used to distribute a variety of costs, including 

. 
plant and related depreciation reserves, between gas and electric servicc and the 

jurisdictions served by NonhWestern Public Service. 

Details and calculation of this adjustment are shown on Schedule No. 4.4. Thrs 

zldjusment decreases the revenue requirement by S3 1 5.005. 

This adjtlstment is made to reflect the known and measurable change to annual 



customer assistance expense related to a reduction in,[he m;~nagcment fee froin thc 

Company's affiliated partner entity, NorthWestcrn Services. NorthWestern Services 

provides customer service. including call center operations and personnel, to 

NonhWestern Public Service for an annual management fee. The contrrtct between thc 

two entities for these services has  been reduced to an annual level of $2.5 miliion, 

beginning Jmuarj 1, 1999. The total reduction in annual cost :o NorahWcsrern Public 

Service is $1,089,884. South Dakota's gas operations share of this rrdrzction was 

calculated using common allocation factors in effect dunng 19'98. NcrzhWestsm witness 

Monaghm addresses changes in Northwestern's corporate structure during 1995;. 

Ad~wtmcnt KO. BO - ZInb@m& Syn~hr(~~imbion 

This adjustment shows the increse in Federal income taxes by using the interest 

s)nchronization method of computing the interest deduction for income tax p u r p e s .  

This is consistent with prior ratemaking treatment. 

Pro F o m i  Adiustrnents - Gas Rate Base 

Wodd you please explain each ind iv ldd  pro f o m  adjustment to mie baie, 

su on SchduEe No. 1.2 of Exhibit-(TPH-1). 

Adjustment No. 1 - Pe Case Expense 

Details and calculation of this adjustment are shown on Schedule No. 8. This adjustment 

increases rate base by $125,0430 with an associated \evenu@ requirement impact of 
, 

S 15.687 for return and associated income taxes. . 

This pro forma adjustment to rate base I S  the result of including In rate base the 

unamortized ponlon of rate case expense est~matcd In operating income sratemcnt 



\ 

Adjustment No. 4. This is consistent with prior ratemaking treatment. 

Adjustment No. 2 - Common Aillocation Factors 

Details and calculation of this adjustment are shown on Schedule 80s. 9. 9.3, 9.9. 10 and 

11. This adjustment decremes rate base by S959.525. wlth an assmiaied revenue 

requiremen: impact of 3120.421 for return and associated income taxes. 

.As discussed in operating income statement Adjustment Xo. 3. this ad$xizment lo 

rate base is the result of updating the common allmation factors to apply tc common 

plant, related depreciatjon reserves, accurndated deferred income m e s  and worhng 

capital. 

The study is based on South Dakota jurisdictional operations for the 12-month period ended 

December 31, 1998, as adjusted f ~ r  known aiid mertsunble changes. All of the oper~fing 

income statement and rate base figires are ~ . e r :  drrectly from the detail included in the 

previously mentioned revenue requirements study. 

A class cost of service study is an allocation to each m e  schedule or class of customer of all 
. . 

reveilues and costs relative to the furnishing of the utility service. including the appropriare 

assignment of revenues. operatioils and mainiienance expenses. depreciation and other cost 

elements. 
. 

Would you briefly describe the steps invoIvd in preparing a c& cost of service 

study? 



A. The utility plant, revenue and expense accounts are examined and, where possible. amounts 

are assigned directly to certain classes of service or customers. based upon details derived 
. . 

from the h o k  and records of the utility 0 i 4 y  special analyses and studies. Amounts not 

directly assigned are analyzed by functiona.1 responsibility-and groupings of accounts, such 

a picduction and distribution, then are allocated on the brisk of demand. energy use and the 

number sf customers associated with the various functional responsibilities. 

Q How would YOU describe your overall approach to the cost d80cation study? 

A. Since this w s  my first class cost of senice study undertaken for NorthWestem, I r3viewed 

the 1 s t  cost allocation study filed with this Commission in Docket No. NG94-008. In  

addition, I reviewed  midA American Energy's most recent class cost of service study filed s 

p x t  of their 1998 rate c s e .  including the testimony of the PUC Staff witness. The resuiting 

study unckitaken in this filing generally applies cost dlocation principles in a n. lnner 

m o n a b i  y consistent v.x!? &ese srudies. 

A. My cIass cost of service study shows cost allocated to three service classes. Service classes 

are residential (Rate No. $1 - Residential Gas Service); small commercial (Rate No. 52 - 

General Gas Szrvice): and large commercial (Rate Nos. 54 & 85 for sales sewice and Rate 

No. 57 for transportation service). Rates for large cor~lmercial accounts are offered under 

either an Option A or B. 0p:ion A service currently is chesen by large commercial 

accounts using generdly less tharl 110.OC70 therms per year. This service rate option carries 

a smaller customer charge than Option B service. however. the non-gas coinrnodity c h q e  

is approximately S0.02 per them hisher. T k e  class cost oi service, study assumes ail senlce 



classes are firm. due to a continuing shift awav from the sale of G gas toward the 

transportation of gas. In the past. in!erruptible service was related to gas supply and 

pipeline constraints. not to the s e n d  capability of the distribution sysrem. 

Pages 5 and 6 contain the developmcn'c-cf the classification ratios of cost to either customer. 
-.. 

demand or commodity. while the ailoca?ion ratios to customer class arc shown on pages 7 
\ 

\ 

md 8. Demand-relahd costs are those that re!ate to the utiliiy's ability to m x c  sad susAmn 

the miximum gas flow required by customers. On biorthWcstern's sysaern rflese days 

occur whcn it is exmmrly cold. Demand-related costs thus relate to the c 3 p c i q  r h a  must 

kx built iilto the system to meet peak qpenting conditions. Dernand-rci& costs on 

XodiWesm~~'s system include those associated with investments in p h n g  fxilities and a 

subsmtid portion of disuiburior! mains ini.estrnent and reia;ed costs. In my smdy. I h; :e 

classified 95 percent of distribution mains and 100 percent of peaking facilities as a 

demand-related cost. The demand-related costs are all~a.t.ted on the basis of the February 1. 

in% qu i i emmts  for each of the c i ~ s e s .  f i e  avenge temperature on thal date was 

approximately 25 degees Fahrenheit below zero. Due to mild weather the past nvo winrers. 

this was selected as the most representative of des ig  day peak conditions. 

How were rrmssb of 'ihe other distribution costs dlocated? 

Cost5 associated with meters. services and replators were ~llacated on the basis of the 

number of customers. weighted to account for differences In coa for the size of customer. 

In genemi. expenses were allocated on the basis of the p ixX to which they relate. 

Supervision and engineering expenses were dlocared on thc basis of the ~ r h e t  relsed O&M 



accounts. Customer accounting expenses were allocated on the basis of wei$ited 

customers. Adrmnistntive and general costs, including common plmt investment. \QeR 

genenlly allocated in proportion to the allocation of distribution a d  production pIar~t 

investment and expenses. 

A. The resulis are su&&zedon Pages 2 nnd 3 of the exhibit continins the sntdy. Page 3 of 
------- 

the study shows, based on pro foma resul&~resent rates. rhe following mtes of return by 
, 

class of cmtomer: ', 

Residential 5.50% 

Small Commercial 5.18% 

b g c  Commercial 6.1 8% 

Shown on Page 2 of h e  study is the level of revenue requirement needed by each CUS~OA.ES 

class to zttsn an overall rate of return requested by Northwestern in this filing of 9.27%. 

Q 'W7-mba-e e prinaripk mcdwiows you m r h  fawn your study? 

I A. Based on muits of my smdy, i find hiat existing gas revenues fail to cover SOEL! Dakota 

: Gas jurisdictional revenue requiremenn by over $2.1 n%llion. The cost of service study 

7 further indicates that the p s e n t  i n m e  q u k d  for the small commercial class is sli&d,y 

B above the o v e d l  increzse. whereas h e  in-- to the residential and I q e  corn-mxid 

9 c I z w  are below the avenge. 



Small Commercial 494.4 13 or 22.56% Lncrease 

Large Commercial 325.49 I or 15.589 h c e w  

Total $2,105.591 or 17.83% !nc~ase  

k c r e w  in revenues in the mount of $2,108,1112? 

A. A 52.520 increase in customer charges allocated to those customers with a cont~xict with 

deviations. 

filing? , 

A. Yes. ii is. 

A. NortliW-estern's ~,rn.y goal is ha: its prices for n a m l  gas delivery service be cat-based 

and competitively priced to alternate fuel choices for customers. The revenues to be 

recovered by proposed rates are consistent with the class cost of service study mults. h 

addition, I am proposing increases in ail customer charges to move in the di,mtion of the 

I customer-based costs developed in my class cost of service study. For large commercial 

P accounts, I ;un proposing a $50 customer charge differential ktween msportation and 

1 sales service. The pr i rnq I-eason for the increased charse to transporration (Rate No. 37) 

I service is due to the exu-a costs incurred to maintain these accounts. such as those related to 



I 

I 
The class cost of service study results indicate that the small commercial class has 

the lowest rate of return and shou!d therefore meive the _matest percentage increase. As a 

basic approach to apportioning the total requested increase of over $2.1 million. two 

considerations were utilized: first, to move every class tc the system average return of 9.27 

percent and, second, to give every class the sane percentage increase in non-gas cost 

revenues at present rates. Because of the n m w  range of rdtes of rerum. r a t s  m designed 

t~ move every class ro the system average return on 9.37 percent. 

xkleJde~? 

No changes in rate structure ,are being recommended. Thc only c h m , ~  k i n g  mabe are 

increases to the customer md non-gas cost de!iverv service charge component of ism. 
\d 

Overall proposed revenue inc~zases for residential custcimen are consistent with revenue 

levels required in the class cost of service study. NorthWestern is proposing to increase its 

monthly customer charge for residential customers by $1.50 to S6.W. The class cost of 

service study indicates that a fully loaded customer charge for this type of zccomt should be 

in the $14 per month range. The remaining increase. not collected via the proposed 

customer charge i n c ~ s e ,  was included in the distribution delitmy commodity chzqe. 

More of the increase was put into tile first rate b!xk, to compensate for the entire customer 

related costs not being collected in rhe monthly cisiomer chxze. 



Oven11 pmposed revenue increases for small commercial customers rrre consistent with 

revenue levels required in the class cost of service study. NonhWestcrn is proposing to 

increase i ts  moathly customer charge for small commercial customers by $2.50 to $i.C#. 

The class cost of senice stiid~ indicates that a fully loaded customer charge foot &is type of 

account should be in (he $16 per month range. The remaining increase. not coilected via the 

pmpcsed customer charge increase, was inc!uded in the distribution delivery commodity 

zharse. More of the increase was put into the first rare block. ro compensate for the enzire 

customer related costs not being collected in the monrhly customer charge. 

rate change for the Earge colnm~cid c1ipss (Rate Nos. 

and !35 -$a?= and b i l e  No. 87 - T m p ~ & t i ~ H s ) .  

&pin. o v d i  proposed revenue increases for laxge commercial customers aii consisteni 

with revenue levels reqtiired in the class cost of service study. NorthWestem is pioposing 

ta increase its monthly customer chargc for Iarge commercial customers by varying m o u n l  
1 

depending upon the service and rate option. As explained above. service is 

proposed to receive a higher customer charge. Proposed changes are as follows: 

Rate Option A: Service under Rate Schedde Nos. 84 and 85 

$10 per month increase to $80 per month chase 

Rate Option 8: Service under Rate Schedule Nos. 84 and 55 

$20 per month increase to $280 per month charse, 

Rate Option A: Semce under Rate Schedule No 87 .., 

$60 per month increase to $130 per month charge 

Rate Option B: Service under Rate Schedule Nos. 57 



$70 per month increase lo $330 per month charge 

The remaining increxe, not collected via the proposed customer charge increase, was 

included in the distribution delivery commodity charge. 

Q D m  this conclude your i~~tirnony at this time? 

A. Yes, it does. 



STATE OF SOUTHDAKOTA ) 
ss 

COUNTY OF BEADLE ) 

I, Thomas P. Hitchcock, being first duly sworn on oath, do depose and 
state that 1 have read this document and am familiar with the contents thereof 
and the same are true to the best of my knowledge and belief. 

FURTHER THE AFFIANT SAYETH NOT. 

;t7'-. & ! & - j  / 

Thomas P. Hitchcock 

Subscribed and sworn to before me ihis day of May, 1999. 

Notary Public in and for tw state of South Dakota 



NorlhWsslern Public Service 
F~nancinl Summary - Soulh Dakola Gas 
Twolve Months Ending December 31, 1998 

Line 

Operuling Hovonues 
Gas Sales Revenues 
Trnnsporlation Rovonuos 
Othor Revonires 

Oporahn~ Erponscs 
Cosl ol Cies Supply 
MGP Ranoval Cosl Adlirslment 
Operating and Maintenance Expense 
Depreriaiicn and Amortization 
Taxes Other Than Income Taxes 
Federal and State Income Taxes 
Rate Case Expense 

I 

Sch 2, P2 
Sch 2, P3 
Sch 3, P I  

Sch 2, P2 
Sch 2, P2-3 
Sch 4, 23 
Sch 5, P I  
Soh 6,  P I  
Sch 7, P I  
Sch 8, P I  

Schedl~le No. I 
Page 1 of 1 



NorthWeslern Public Service Schedule No. 1.1 
Summary of Pro Fortna Adjustments - Operating Income Statement Page 1 of 2 
Twelve Monlhs Ending December 31, 1998 

Line 
New Common 

Wealher Customer Other Rate Case LP Gas Adverhsing Labor Allocation 
No. Descrlptlon - . Nofidu~!@n Gas Load _ Revenues - I 2 x m - s ~  _ - - b a s e  E 3 e n s e  A g n s e  Factors - 

(a) (b) (c) ( 4  (el  (T- - (Q) (h j-- (i) 
6 $ $ $ $ $ $ $ 

1 Operallng Revenues 
2 Gas Sales Revenues 
3 Transportalien Revenues 
4 Other Revenues 

I 
6 Total 
I 
El Operating Expenses 
9 Cosl of Gas Supply 

10 MGP Removal Cosl Adjuslmenl 
11 bperaling and hlainlanance Expense 
12 Dcprec~at~on and Amortizat~on 
13 Taxes Other Than Income Taxes 
14, Ad Valorem 
15 Gross Revenue 
16 Glher 
17 Federal and Slate Income Taxes 
18 Rate Case Expense 
19 
20 Total 

I 21 



NorthWeslern Public Service 
Summary of Pro Forma Adjustmenls - Operating Income Stetemenl 
Twelve Months Ending Decembor 31, 1998 

Adjustrnenl No. (9) (10) 

Affiliate 
Lme Management lnleresl 
No C)escription - - - . . -- - - - - - - . Fees - - - . %E!EE- 

(4 (b) (c) 
$ $ 

-- 
(el 
$ 

--(fi--- - 
$ 

Schedule No ; .1 
Page 2 012 

Sch. No. 1 
Col. (d) 

Tolal 
Adkslments -- - -- - .- - - - - - - - 

(h) (i) 4) 
$ $ $ 

1 Operalmg Revenues 
2 Gas Sales Revenues 0 0 0 0 0 0 0 0 3,457.409 
3 Transportallon Revenues 0 0 0 0 0 0 0 0 360,459 
4 Other Revenues 0 0 0 - 0 0 -- 0 0 0 - 34,521 
5 
6 Total 0 0 0 0 0 - 0 1  0 3,852,389 - - -- -- - 0 --- 
7 

Operating Expenses 
Cost of Gas Supply 
MGP Rmoval Cost Adjuslment 
Operaling and Maintenance Expense 
Lieprecialion an3 Amorliznlion 
Taxes Other Than lncorne Taxes 
Ad Valorem 
Gross Revenue 
Olher 

Federal and Stale Income Taxss 
Rate Case Expense 

20 Total (204,753) 0 0 0 0 0 - 0 2,904,049 9,296 - -  - - -  -. -_ - 
2 1 



NorthWestern Publrc Service 
Sunirnary of Pro Forma Adjustments - Rate Base 
Twelve fvlonths End~ng December 31, 1998 

Adjustment No. (1) (2) 

Schedule No. 1.2 
Page 1 of 1 

Sch. No. 9 

Line 
No. -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
13 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 

Descriptio"- 
(a) 

Plant in Service 
Direct South Dakota Gas Plant 
Common Plant 

G~str~bution Replacements 
Distribulion Mans 
DistribuLion Services 

Construction in Service, 
Not Transferred 

Direct Sout'n Dakota Gas Plant 
Common Plant 

Total Plant and Property 

Accumulalnd Deprecia!ion & Amort. 
Direc! South Dakota Gas Plant 
Common Flanl 

Toral Reserve 

Net Util~ty Plan1 
Working Cap~tal 
Unarnorl~zed Rats Case Expense 
Deferred Tax Reserve 

Net Rate Base 

Col. (d) 
Commor~ 

Rate Case Allocation Total 
Adjustments Expense- Factow --. . . - -- 

(b) (c) Id) (el (I) (9)  (h) (i) 
$ $ $, $ $ $ $ $ $ 

U) 



Northwestern Public Sewica 
Summary of Gas Sales and Transportation Revenues 
Twoive Months Ending December 31, 1998 
Soutii Dakota Gas 

1 Gas Sales Revenues 
2 Cuslonior Charges 
3 Rato Code 81 - Resrdentral 
4 Ralo Codn 82 - Small Conirnercral 
5 Rab Code 84 - Lg F~rm (Option A) 
6 Ralo Codo 84 Lg Frrn (Option B) 
7 Rate Codo 85 - Lg Inter (Opl~on A) 
8 Rate Code 85 - Lg Inter. (Opt~on B) 
9 Totals 

10 
11 
12 
13 Drslribution Delrvory Charges 
1 4  Rate Code 81 - Residentral 
15 Rate Code 82 - Sinall Cornrnercial 
16 Halo Code 84 - Lg Frrm (Opiron A) 
17 Rate Code 84 - Lg F~rm (Optron f3) 
18 Hate Code 85 - Ly Inter (Option A) 
19 Rate Code 85 . Lg !nler (Optron B) 
20 Totals 
21 
22 Ad Valorem Tax Adjuslment Clause: 
23 Rate Code 81 - Res~dent~al 
24 Rate Code 82 - Small Commeic~al 
25 Rate Code 84 - Lg Firm (Opt~on A) 
26 Rate Code 84 - Lg F~rrn (Opt~on B) 
27 Ratu Code 85 - Lg Inter. (Option A) 
28 Rate Code 85 - Lg Inter. (Option 8) 
29 Totals 

Sch 2.1, P I  
Sch 2.1, P2 
Sch 2.1, P3 
Sch 2.1, P4 
Sch 2.1, P5 
Sch 2.1, P6 

Sch 2.1, P1 
Sch 2.1, P2 
Sch 2.1, P3 
Sch 2.1, P4 
Sch 2.1, P5 
Sch 2.1, P6 

Sch 2.1, P I  
Sch 2.1, P2 
Sch 2.1, P3 
Sc? 2.1, P4 
Sch 2.1, P5 
Sch 2.1, P6 

Base Year Test Year 
Billing Basa Year Base Year Biiling 

No. of Bills No. of Bills 

Therns Therms 

Schedule No. 2 
Page 1 of 3 

Test Year Tesl Year 
Revenues @ Revenues O 

Present Present Proposed Proposed 
Rates Rates Rates Rates 

(9) (h) (0 0') 



NorthWestem Public Servlce Sciledulo No 2 
Summary of Gas Sales and Transportation Revenues Page 2 of 3 
Tweive Months Ending December 31. 1998 
South Dako!a Gas 

Test Year Test Year 
Base Year Tosl Year Revenues O Revenues Q 

Line Billing ease Year Basu Year Billing Present Present Proposed Proposed 
Reference Determinants Rates Revenues @&rminants R~IQS NO. !!!ssP!~o~- . - - ----- ---  Rales Rales Rales 

(b) (c) ( 4  ( 4  (1) (9) (h) 0) 0) 

1 Gas Sales Revenues 
2 hlGP Removal Cosl Adjusl~nenl 
3 Rate Code 81 - Resrdorllral 
4 Hate Code 82 - Small Cornrn~rcidl 
5 Rala Code 84 - Lg Flrm (Opl~on A) 
6 Rate Code 84 - Lg Firrn (Option 6 )  
7 Rale Code 85 - Lg. Inlor. (Oplton A) 
8 Rale Code 85 - Lg. Inter. (Opllon R) 
9 Totals 

I 0  
11 Gas Cost Charges: 
12 Rate Code 81 - Residential 
13 Rale Code 82 - Small Commercial 
14 Rate Code 84 - Lg Firrn (Option A) 
15 Rate Code 84 . Lg Flrrn (Opt~on 8) 
16 Rala Cotlc 85 - 1.g lriler (Opt~on A) 
17 Rale Codo 05 - Lg InIt?r (Opl~on 6 )  
le Totals 
19 
20 Total Gas Salos nwenues 
21 
22 
23 Gas Transportalion Revenues 
24 Cuslwner Charges: 
25 Rare Cods 87 - (Option A) 
26 b l e  Code 87 - (Gplim 8) 
27 Rato Code 87 - (CWD) 
28 Totals 
29 
30 
31 Distnbutton Dollvery Charges 
32 Rate Code 87 - (Opt~on A) 
33 Rate Code 87 - (Optron B) 
34 &ile Code 87 - (CWD) 
35 Totals 

Sch 2.1, P I  
Sch 2.1, P2 
Sch 2.1. P3 
Sch 2.1, P4 
Sf11 2.1, P5 
Sch 2.1, P6 

Sch 2.1, P1 
Sch 1.1, P2 
Sch 2.1, P3 
Sch 2.1, P4 
Sch 2.1. P5 
Sch 2.1, P6 

Sch 2.1. P7 
Sck 2.1, P8 
Sch 2.1, P9 

Therms 

28,850,730 
13,832,030 
4,842,970 

364,500 
3,416,180 

-_428,430 
51,734,840- 

28,850,730 
13,832,030 
4,842.970 

364.500 
3,4 16,180 

428,430 - 
51,734,840- . -- 

- 51,2%840. - 

No. of Bills 

237 
493 

36 
766 -- 

Therms 

Sch2.1,P7 1,172,050 
Sch 2.1. P8 20,293,140 

Therms 

No. of Bills 



Gas Transporlalion Flevcnucs 
Ad Valorem Tux Adjuslrnenl Clause. 

Rate Code 87 - (Opt~on A) 
Rale Codo 07 - (Opt~on B) 
Rale Code 87 - (CWD) 
Totals 

t4GP Removal Cost Adjuslrnenl: 
Rate Codo 87 - (Option A) 
Rate Code 87 - (Option B) 
Ralo Codo 87 - (CWD) 
Totals 

Extended Scrvlce R13er Adjusrnenl: 
Rale Code 07 - (Opt~on A) 
Rate Cudo 07 - (Olillon 8 )  
Rate Codo 87 . (CWD) 

Totals 

Total Gas T~ar ls l jo~tut~o~l  Rcvonues 

NorthiNoslo!rl Public Sarvtcu Schedule Nc 2 
Sumrnary ol Gas Sales and Trnnsportntion Rovenuos Page 3 of 3 
Twolvo Monlhs Endma Docornbor 3 1,  1998 
Soulh Dakota Gas 

Llno 
No 

1 
2 
3 
3 
5 
6 
7 
8 

$1 9 
10 
I 1  

I$ 12 
1 
'2 

13 
".i /j f f  h: 13 15 

A3 
16 
t 

Tesl Year Test Year 
Base Yoar Tesl Year Revenues Q Revenues O 

Bdiing Base Year Beso Year Otlling Presenl Pressrit Proposed Proposed 
Revenuss Colormin~nts Rates Rates Rates Reference- !&!~!k!a!ts _.-!&E-- -_ _ Rates - 

(b) (4 (a ('4 (1) (9) (h) ( i )  (I) 

Thorrns Therms 

Srl l  2.1, P I  523,710 $0.0062 $3,262 1,329,490 S0.0064 $8,509 $0 0064 $8,509 
Sch 2 1,  P8 8,471,780 $0 0538 532,032 26,23 1,540 50.0042 $1 18.6 i 5  SO0042 Sll8615 

Sch 2.1, P7 $0 
Sch 2.1, P8 
Sch 2.1, P9 



Schedulo No. 2.1 
Pogc 1 019 

NorthWestern Public Service 
Normal~zation of Blllrng !Jn!ts - Therrns and Revonuos 
Twelvo Months Ending Decernber 31,1998 
South Dakoia Residential - Rale Code 81 

L1ne 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
i 3 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1 
32 
33 
34 
35 
36 
37 
38 
39 
40 

F ~ r s l  30 Over 30 
Therrns Thernis 

Augusl 1998 Therm Un~ls  
September 1998 Therrn Un~ls  

Sublotal 
Times 

Baseload Therrns - Annual 
To ld  Therni Unils - Base Year 

Base Year Actual Heating Degree 
Day (HDD) Sensil~ve Therms 
Tmes I4orrnal HODS Sch 2.2 
D ~ v ~ d e  by Actual HDDs Sch 2 2 

F4orrnahzed HDU Sens~live Therms 
Add: Baseload Therrns Above 

Total Therrn Un~ ls  - Test Year 
Tesl Year 

Revenues O 
F r ~ p o s c d  Proposed 

Base Year Tost Year 
Billinn Base Year Baso Year f31!11ri~ 

Revenue Recovery De:erminnnls - - Rates .- - - - - Revenwi ge!e_rnu&n@ --  

(c) ( 4  (a) (1) 

Customer Charge 
D~s l r~but~on Del~very Cotnrnodily Charge 

F1rsl30 !berms 
0vc.r 39 Iherms 

Ad Valorem Tax Adjuslnient 
tAGP Removal Cosl Adjustment 
Gas Cost Cornrnodrty C h a r ~ e  
Gas Cosl D ~ r n a r ~ d  Charge 

Totals 
Less: Gas Cost 



NorthWosforrl Public S e ~ i c o  
Norrnrllzalion of Billing Unils . Thorrns and Revenues 
Twol~o Monlhs Ending Docernbcr 31, 1998 
Soulti Dakola Small Comn~erclal - Rate Code 82 

Description 
(a)  

A u ~ u s t  1998 Tticrrn Unlls 
September 199U rt iern~ Uruts 

Subtotal 
T n e s  

Baseload Therlns - Annual 
Tolal Thcrrn Un~ts - Base Year 

Base Year Aclual tloaling DeQren 
Day (HDD) Suris~llve Ttlernls 

T~rrles Normal HDDs Sch 2.2 
D ~ v ~ d e  by P.clual tIDD!; Sch 2 2 

Normal~zad HDD Seris~l~ve Thcrrris 
Add: Basctoad Thernis Above 

Tolal Therm Un~ls - Tosl Year 

Revenue Recovery 

Cust~mer  Charoe 
D~slr~bulion Dcl~vcry Coni~notlily Charge 
Frrsl 400 Iherrns 
Next 1,600 Iherrlis 
Over 2,000 Ihc:rr~s 

A d  Valorem Tax Adpslnlenl 
MGP Ren:oval Cosl Acljuslrl~t'nl 
Gas Cosl Cor~~rnoihly Chdrge 
Gas Cost Demand Chargo 

Totals 
LYSS: Gas Cost 

Margin 

Block 1 Block 2 Block 3 Tot11 --- -- - - - - -  
(cI I d )  ( 4  

First 400 Next 1,600 Over 2,000 
Therms l'hernis Thernls 

Base Year Test Yaar 
Billing Baso Year Baso Year B ~ l l i n ~  

Revorwes Determinants Detelmlnrrnts Rates --- - _ - 
(c) (d l  (0) (f) 

Present 
Rates 

---A- 

(gl 

$4.50 

$0.1 141 
$0 0841 
$0.054 1 
$0.0099 
M.o l4o  
50.2043 
90.1758 

Schedule No. 2.1 
Page 2 of 9 

Tesl Year Tesl Year 
Revenues Q Revenues Q 

Present Pro~osed Proposed 



NorihWesIern Public Service 
Normallznllon of Billing Units - Therms ond Revenues 
Twelve Monlhs Ending Dccombor 31, 1998 
Soulh Dakota Larae ComrnorciaVlnduslriol Flrm - Rate Code 04 (Opllon A) 

Line 
No: 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
I 3  
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1 
32 
33 
34 
35 
36 
37 
30 
39 
40 

August 1998 Therrri Urr~lv 
Septen~ber 1998 Thorr~l Unrls 

Sublolal 
Tmes 

Baseload Thornis - Annual 
Total Therrn Un~ls - Base Year 

Base Year Aclunl I leallng O o ~ r o o  
Day (HDD) Serisrlivo Tliornis 
Tmos Nornial tIDDs Sch 2 2  
Dtvrde by Actual I IDDs Sch 2 2 

Normal~zed HDD Seristlivc Ihcrrris 
Add Bnseload Ttiurnis Abovo 

Total Therm Un~ts - Test Year 

Revonue Recovery 

Cuslomer Chargo 
D~slrrbulion Dcllvcry Cornniodrly Clinrge 

All lhernis 
Ad Valorem Tax Adluslrncnt 
MGP Rernovi?! Cosl Adjuslrner~l 
Gas Cost Cornmod~ty Charuo 
Gas Cosl Omar id  C h a r ~ e  
Released Capacrly/Balancrrig Surcharge 

Tolals 
Loss: Gas Cor! 

Margin 

Block 2 Tolal Block 1 . - -  _ - B S -  - -- 
(4 ( 4  (4 (I) 

All 
Thermv 

112,810 0 0 112,810 
107,040 0 - -. - - -- -- - .- - --. - - - - - -- 107 840 0 -- - -, 
220,650 0 0 220,650 

6 6 -- --- - -- .- - 6 0 -. - 

1,323,900 0 0 1,323,900 
4 a42 970 o o 4 842 970 - - - & - I  --1--1-. -_ 

Baso Year Tosl Year 
Billing Base Year Base Year Billinn 

Schedule No. 2.1 
Page 3 of 9 

Test Year Test Year 
Revenues O Revenues O 

Presenl Present Proposed Proposed 



NoithWoslnrn Public Sorvlcc? 
Norrniil~zallon of Ulll~rig Uri11s - l l i o r n ~ s  nrid Rovonuns 
Twelvo Mon l t i ~  Er~ding Docenibor 31, 1990 
Soulh Dukold Lnryo CornnierclaVlnduslrinl Flrrn - Ralo Codo 04 (Op!ion H) 

I.l11a 
No. 

I 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
I4  
15 
I (i 
17  
18 
19 
20 
2 1 
22 
23 
24 
2 5 
26 
27 
28 
29 
30 
3 1 
32 
33 
31 
35 
36 
37 
38 
39 
40 

Auyusl 1998 Them Urlilu 750 0 0 750 
Soplornbcr 1990 rhorrn Urirls - - -  .!@% - - 0 O -  1,620 

Sublolal 
T~mos 

Baseload Thcrrns - Arlnunl 
Tolal Therrn Un11s - Baso Y O E ~  

Base Yonr Aclual tloallng Dogreo 
Day (HDD) S(?flSlll~C Tllcr:.is 
~ I ~ C S  Normal ~ I D D ~  scti 2 2 
Drvrdo by Aclual I I D I h  Sclr 2 2 

l lorrnal~rcd tIDU Scnsrlrvo Thorrils 
Add Oasoload 7 l l c l ~ r ~ s  Above 

Tolol Thorn1 Ur,rls - Tusl Yoar 

Cuslorner Ctiargo 
D~slrrbulion Uclrvcry Cornrno(11ly Charge 
All Itiorrns 

Ad Valorcrn Tax Ad~u.;lrneril 
tJGP Rernoval Co!il AtJluu!r~icr~l 
Gas Cosl Cornrnocl~ly Ct~arc~u 
Gas Cosl Derr~antl Ctlrrrgo 
t?oluasotl Capacrly~Ool,rr~crr~~ Ctlorgcr 

Tolals 
Less: Gas Cosl 

Margin 

B s s ~  '{oar roe1 Yoar 
Bllllny Llaeo Yunr O a w  Yuor B ~ l l i r i ~  

Dslo:rnln~n~o_ nuloo - -. t{ovonuofj Dylermrn@s 
(c) ((1) i o )  (1) 

?osl Yoor 
Rcvonuos 8 

Prosonl Prosonl 

Schodulo No, 2.1 
Pagu 4 of 9 

Test Yoor 
Hevenuos Q 

Propoeod P ~ c J ~ O S O ~  



Norlt~Wostorrl Public S O ~ V ~ C O  
Norrnallmllon o l  Bllllr~g Uriilu . Thurms and Revenues 
Twolvo Monlho Endin[) Docoriiber 31, 1390 
Soulh Dnkota Lnruo ConirriorclnVlnduslrlal lrilerri~pliblo - Rate Code 85 (Gpllon A) 

I 
2 
3 
4 Aufiusl 1998 Tliurrii Uriils 
5 Soplurr~bor 1998 I hcrrri Un~ls  
6 
7 Sublolill 
8 Tlrnoe 
9 

10 Doseload Therme - Annual 
11 Tolal Therm Units - Base Year 
12 
13 Base Your Aclual t-lealing Degree 
14 Day (HDE) Sonsiiive Thernis 
15 Tirnos Normal 1-100s Sch 2.2 
16 Dlv~de by Actual I IDDs Sch 2.2 
17 
18 Nurniel~zotl t{nD Seris~lrve Ttlerrris 
I 9  Add Oasulood Tlwr i i~s Above 
20 
2 1 l o l , ~ l  I I~urri i  Un~ls - TusI Year 
22 
23 
24 
25 flovenue l'iocovery 
20 
27 
28 C ~ s l o n o i  Charge 
29 Olslribut~on Dul~vory Commodity Chargo 
30 Ah ihorms 
31 Ad Valororn Tux Adjustrnont 
32 MGP ncniovnl Cosl Adluslrner~l 
33 Sas Cost Corrinlod~ly Chargo 
3-1 nL!kIllbL+d C i l p ~ ~ c I y / i ~ l ~  Charge 
35 
36 lolalo . 
37 Less Gas Cob1 
36 
39 Margin . 

All 
l~l ierrns 

3 93'7 730 - -  0 - &z-*--2.- - . - 

Base Year 
ti~lllny Base Year 

Dg!fA_m_ln-&--? -_- Hales 
( 4  (dl 

Schedulo No. 2.1 
Page 5 019 

Tesl Ysar 
navenues O 

Present Prowsed 

Tosl Year 
Revenues @ 

Proposed 
Rater. - - - . - - -- 

(1) 



Nor l l~W~l~ lorn I'ubllc Servlco 
N u r ~ ~ i ~ ~ l l ~ i ~ l l o n  ol U~illni) Un~lt, - 'Ther~ns and Revenues 
rwtilvo Morrllls Ellding Docuniber 31, 1998 
8oult1 rhhuln Lnryo Con~n~erclnVlnduslrlal Interrup!ible - Rate Code 85 (Opticr~~ B) 

-. -- 
(a) 

Aqjusl 109U Ihorrii Url~ls 
Soplo~nbor 1990 rhcrrn Unlls 

Sublolal 
I lrnoa 

Casolond 1 hems - Annual 
Total Therni Unls - Rase Year 

Bnse Year Actual Heating Degree 
Dny (HOD) Sensitive Therms 
Tiriios Norriial HDDs Sch 2.2 
Divide by Actual HDDs Sch 2.2 

Normahzed HOD Semilive Therrns 
Add: B~seload Tlierms Above 

Tolal Therm Umls - Tesl Year 

Fievenue Recovery 

Cuslorr~er Charye 
D,slnbut~on Dellvcry Cornmod~ly Charge 
All lherrns 

Ad Valorem Ti:: kdjuslrnenl 
MGP Romoval Cosl Ad!uslrnenl 
Gas Cosl Co~rnodlty Charge 
Fieleased Capac~lylBalanc~ng Charge 

Tolals 
Loss. Gas Cosl 

All 
Therms 

Base Year Test Year 
Billing Base Year Base Year B~lliny 

Determlnanls Rates Rcvenuos Dalerm~nanIs_ -- 
(c) ( 4  ( 4  ( f) 

Presonl 
-R_al!?-- -. 

(el 
$260.00 

$0.0100 
$0.0042 
9.0140 
50.2303 
$0.0170 

Test Year 
Revenues 8 

Presenl 
Ralos - - -- - - - - -- 
(h) 

$1 2,480 

$8,780 
$2,049 
$6,829 

$112,187 
$8,292 

$150,317 
$120,479 

w,w, 

Schedule No. 2.1 
Page 6 of 9 

Tesl Year 
Revenuos @ 

Prowsed Proposed 



NortliWeslern Publlc S e ~ l c o  
Dnues Normallratlon of 5illir:g Unils . Thornis and Rev- 

Twelve Months Ending December 3 1, 1998 
Soulh Dakoln Transportiiiian - Rnlo Code 07 (Optlon A) 

L m  
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
2: 
26 
27 
28 
29 
30 
3 1 
32 
33 
33 
35 
36 
37 
78 

(a) 

Augusl 1998 Therrn Uri~ls 
Seplc~nber 1998 rlierrn Urills 

Bassload Thernis - Annunl 
Tolal Therm Unllv . Base Year 

Base Yoar Actual Healing Degroc 
Day (HDD) Senslllvo Ttiorms 

Tlrnes Normal HDDs 
Civide by Actual tiDGa 

Norrnalrzcd HDD Stlr~silivo Thcms 
Add: Baseload Tlwrrriv P.t.ovo 

Tolal Tt~orrn Uri~ls . Tost Yu:rr 

novenue necovory 

Cuslomer Charge 
Dislnbulkn Delivery Comrnod~ly Charge 
Afl lherms 

Extended Service Hider Discounl 
Ad Valnrern Tax Acljuslmr?nl 
klGP Removal Cost Adjuslmonl 

Sch 2.2 
Sch 2.2 

All 
Therms 

Schedule No. 2.1 
Page 7 01 9 

Test Year Test Year 
Base Yaar i e s l  Year Revenues Q Revenues O 

Bllllng Baso Yoar Baso Yoar B!lllng Presenl Presenl Proposed Proposed 
Rales Rales Rates Ruvonues Dotermi~innls Rates - D~~EE!!~!!!? R a l s L -  .- - -- - - - -- 

(c) (4 ( 0 )  (i) (g) (h) (I) (1) 



NorthWoslorn Public Sorvice 
Norrnallznl!on ol Billing Units Therms and Revenues 
Twolvo Morilhe Ending Docember 31, 1998 
Soulli Dnkola Tronnportalicn - Rale Code 87 (Opl!on 8) 

Giock 1 Block 2 Block 3 Total 
(c) (dl (8 )  (9 

All 
Therms 

Basa Year Test Year 
Billlng Base Year Base Year Billing 

Revenues Detcrminani? - Delorminanle Rates 
(4 ( 4  (el (0 

Schedule No. 2.1 
Page 8 019 

Tesl Year Tesl Year 
Revenues O Revenues @ 

Present Present Proposed Proposed 



NorttiWesteri~ Public Service 
Normallzallon of Billing Units - Therms and Revenues 
Twelve Months Ending December 31, 1998 
Soulti Dakola Transportalion - Contracls wilt1 Devlatlons 

Llne 
No. Description Reforsnsa - - _  -_ 

(a) (b) 

3 
4 August 1998 Therm Unils 
5 September 1998 Therm Units 
6 
7 Sublotal 
8 Times 
9 

10 Baseload Therms - Annual 
11 Total Therm Units - Base Year 
12 
13 Base Year Actual Healing Degree 
14 Day (HDD) Sensitive Therms 
15 Times Normal HDDs Sch 2.2 
16 Divide by Actual HDDs Sch 2.2 
17 
18 Normallzed HUD Sens~tive Therms 
19 Pro Forrna New Load 
20 Add: Baseload Therms Above 
2 1 
22 Tolal Therm Unils - Test '(ear 
23 
24 
25 
26 Revenue Recovery 
27 
28 
29 Customer Charge 
30 Dishbution Delivery Commodity Charge 
31 All therms 
32 Extended Service R~der Discount 
33 Ad Va!orem Tax Adlustmen1 
34 MGP Removal Cost Adjuslmenl 
35 
36 Tolals 
37 Less: Gas Cosl 
38 
39 Margm 

kll 
Therms 

Base Year Test Year 
Billinn Base Year Base Year Billing 

Revenues Determinants ~ e t e r m i n k l s  Rates - --- 
( 4  (4 (4 (9 

Schedule No. 7.; 
Page 9 of 9 

Test Year Test Year 
Revenues @ Revenues @ 

Present Present Proposed Proposed 
Rates Rates Rates Rates 

(el (h) 6) ti) 



No~lhWsslorn Publtc Ssrvica 
Normal~zallorl of B~l l~ng !Jnlls - Therms and fieiwnues 
Twelve Monlhs Ending Docernber 31, 1990 
Soulh Dakola Tronsporlallon - Contracts w~ lh  Oerlat~ons 
Soulli Dakola Soybean Processors - Volga 

3 
4 Augusl 19% rher~i i  Uri~ls 
5 September l9Dtl Ttlcrrli l h l s  
6 
7 Sublolal 
8 Times 

aaseload Thernls - Annual 
Total Therni Units - Base Year 

Base Year Actual Heatlng Degree 
Day (HDD) Senslllve Therms 

Times Normal HDDs 
Divide by Actual HDDs 

Normalized HDD Sensilivo Therrns 
Pro Forrna New Load 
Add: Baseload Therms Above 

Tolal Therni Uri~ls - Tesl Year 

Revenue Recovery 

28 
29 Cuslorner Charge 

All 
Thorma 

30 Distribulion Delivery Commodity Charge 
31 Alllherms 
32 Exlended Service Rider Discount 
33 Ad Valorem Tax Adjuslmenl 
34 MGP Removal Cosl Adiuslment 

018,220 0 0 818,220 
Sch 2.2 8,015 8,015 0,O 15 8,015 
Sch 2.2 6,745 6~7%.  . 6 745 -. _- - i;,7$ 

35 
36 Totals 
37 Less: Gas Cosl 
38 
39 Margm 
40 
41 Total Cornmod~ty Rate = 

Schodule No. 2.1 .a 
Pug0 1 of 3 



I?ortliWeslern Public Service 
Normaltzallon of B~lling Un~ls - Thermo and Revonues 
Twelve Monlhs End!ng December 3 1, 19398 
Soulli Dakoln iransporlatlon - Contracls wi'h Davlatloris 
3M - Brookings 

Line 
No. -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1 
3% 
33 
3 4 
35 
30 
3 7 
38 
39 
4 0 

All 
Tharlns 

August 1998 Them Un~ ls  216,330 0 0 216,330 
Sepleniber 1998 Therm Un~ ls  _ _ O  . - .- - O- - _2%Z!?. 

Baseload Ttierms - Annual 3,170,100 0 0 3,170,100 
Total Them Un~ls - Base Year 3,462,2c .  - _ _- -- 0 -- - _ - -- 0 - 3,462,260 

Base Yoar Aclual Healing Degree 
Day (t-IDD) Sensitive Therms 
Times Normal HDDs 
Divide by Actual HDDs 

Normalized HDD Sensilivo Thsrrns 
Add: Baseload Therms Abovu 

Tolal Thcrnm Unils - Tesl Yoar 

Revenue Recovery 

Cuslorner Chargo 
Dislnbul~on Delivery Commodity Charge 
All lherms 

Extended Service Rider Discounl 
Ad valor en^ Tax Adjustment 
MGP Romoval Cosl Adjcslmenl 

lotals 
Less: Gas Cosl 

292,160 0 0 292,160 
Sch 2.2 FJ.015 8,015 8,015 8,015 

6 745 Sch 2.2 6,745 6,745 6,745 , 

347,170 0 0 347,170 
3 170 100 0 0 3,170,100 2 -  - -  - -  - 

Base Year Test Year 
1 Bl l l i n~  Base Year Base Year B~lling 

50.02800 per lherm 

Schedulo No. 2.1 o 
P ~ g u  2 013 

Tes! Year 
Revenues Q 

Presenl Presenl 
Ralos Hales -- - - - -- - - - - - 
(Q) (h) 

Tesl Year 
Revenues bP 

Proposed 
P"E -. 

(1) 



NorlhWeslem Public Service 
Nornlalization of Bllllng Units - Therms and Revenues 
Twelve Months Ending December 31, 1998 
South Dakota Transportat~on - Contracts with Deviations 
Saputo Cheese - Big Stone 

All 
Thernls 

3 
4 August 1998 Tlicrrn ?lnils 32,610 0 0 32,610 

5 Septenlber 1998 Therm Units 36 740 0 0 36 740 -- ----. -----L-- 

6 
7 Sublotal 69,350 0 0 69,350 
8 Tlrn~s 6 6 6 .-G- ---- - - -- - - - -  
9 

10 Baseload Therms - Annual 4 16,100 0 0 416,100 

11 Total Therm Unils - Base Year 556 590 0 0 556 590 . -  L-- -- - 
12 
13 Base Year Actual Heating Degree 
14 Day (HDD) Sensitive Therms 140,490 0 0 140,430 

15 Times Normal HDDs Sch 2.2 8,015 8,015 8,015 8,015 
16 Divide by Actual HDDs Sch 2.2 6 745 5 745 - -  . L -- 
17 
18 Normalized HDD Sensitive Therms 
19 Add: Baseload Therms Above 
20 
21 Total Them Unils - Test Year 
22 
23 
24 
25 Revenue Recovery 
26 
27 
28 Customer Charge 
29 D~stribulion Delivery Commod~ty Chargo 
30 Alllherms 
31 Extended Service R~der Discounl 
32 Ad Valorem Tax Adju;lmonl 
33 MGP Removal Cosl Adjuslrnenl 
34 
35 Tolels 
36 Less: Gas Cosl 
37 
38 Margm 

Schtdule No. 2.1 .a 
Pago 3 of 3 

0 583 04% 5_@,0451 =_ 4 . - 
Tesl Year Test Year 

, Base Year Test Year Revenues @ Revenues @ 
Bilhng Base Year Base Year Billing Present Presenl Proposed Proposed 

Deleiminants Rates Revewes Determinants R,ites _ Rales - Rates Rates - --- 
(c) ( 4  ( 4  (1) (9) (11) (0  (i) 

39 
40 Tokd Cornn\od~ly Rzle = $0.02500 per thurm 



NorthWestern Public Service 
Norrnalizaiion of Billing Un~ls - Healing D e ~ r e e  n a p  
Huron. South Dakota 

Line 
No. -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 

la) 

961 1 
9612 
9701 
9702 
9703 
9704 
9705 
9706 
9707 
9708 
9709 
9710 
971 1 
9712 
9801 
9802 
9803 
9804 
0805 
980G 
9807 
9808 
9809 
9810 
981 1 
9812 

Schedule No. 2.2 
Page 1 of 1 



F!ottnlt'ss~~iil Pub ! l~  S~N,CC 
Olher Revenues 
Twelve Monlhs Endmg December 31, 1998 

Line Aclual 

1 Lalc Paymenl Charges 487 61,856 28,902 90,758 
2 
3 M~scellaneous Service Charges 488 66,252 6,204 72,456 
4 
5 Other Gas Revcriues .I35 JZ!?.. c!.!El L!?? 
6 
7 Total Other Revenues 

Schcdulb No. 3 
P q e  1 01 1 



Line 
No. -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Northwestern Public Service 
Operalions and Mainlenance Expenses by Account 
Twelve Monlhs Ending December 31, 1998 

Schsdulo No. 4 
Page 1 of 3 

Schodu'lo No. 4.6 Schedule No. 4.1 
Bnse POI!MI Tosl Period 

Gas Production Expenses 
Operallons: 

Supervision and Englneerlng 710 13,407 1 1,030 1,421 151 (1  1 )  13,547 12,137 1,410 
LP Gas Expense 717 440 408 37 12 0 458 42 1 37 
Fuel 723 2,656 0 2,656 0 0 2,656 0 2,656 
LP Gas 728 132 0 132 0 (132) 0 0 0 
Miscellaneous 735 - 892 1 067 2 7 0 I I~@.  -__-2!&! - 1,067 1,959 ---,-- - -  --- - - , 
Total Operal~ons 18,600 190 - d ! 4 3  -,-- 13,4L1_ 5,170 --- -- 5,313 13,287 ----- 18 647 

Mainlenance: 
Supervision and Engineering 740 
Slructures 74 1 
Producliori Equlpnrent 742 

Total Mainlenance 

Distribulion Expenses 
Operations: 

Supervision and Engineering 670 
Load Dispatching 87 1 
Compressor Station Expenses 872 
Mains and Services Expenses 874 
Meas and 9eg Slation Exp-Gon 875 
Meas and Reg Station Exp.lnduslriat 876 
Meas and Reg Slation Exp-City Gate 877 
Meter and House Regulalor Expenso 878 
Cuslomer Instaltalion Expanse 870 
Other Expanse 880 
nents 88 1 

Total Operations 



NorthWestern Public Service 
Operalions and Maintenance Expenses by Account 
Twelvo Monlhs Ending December 31, 1998 

No. Doscriplion Account No. . -- -.- - - 

1 Distribullon Expenses 
2 Maintenance: 
3 Supervision and Engineering 
4 Slructures and lmprovemenls 
5 Mains 
6 Compressor Stalion Equipment 
7 Meas and Reg Slnlion Exp-Gen 
8 Meas nnd Rug Slnlion Exp-Industrial 

d Reg Stolion Exp-Cily Gate 

1 

20 Uncollecliblo Accounls 
21 Misc. Cuslomer Accounls Expenso 
22 

Total Cuslomor Accounls Exponses 

Cuslomer Service B info. Expensos 
Operalions: 

Supervision 907 
Cuslomer Assislance Expenso 508 
lnforrnation R lnslrucllon Exponso 909 
Misc. Cuslamer Service Expnnse 910 

Tolnl Cuslomer Accounls Exper~sos 

Schedule No. 4.5 
Baso Period 

Schedule No. 4.1 
Tesl Period 

l!w&e Months Ended December 31, 1990 Adjuslrnents Adjusted for Known 8. Measurable Changes 
Totill Labor Other Labor - Olher Total Labor Other 



NorlhWosterrl Public Sorvlce Schodulo No. 4 
Oporallons and Malnlonance Expensos by Account Page 3 013 
Ywolvo Monlhs Ending December 31, 1998 

1 Snlos Exper~sos 
2 Oporalrons: 
3 Suporvisiori 01 l 0 0 0 0 0 0 0 0 

/ 
4 Dornonslrallny and Solling 912 0 0 0 0 0 0 0 0 
5 Advertising 91 3 - )  - * -- - - * - -  ? L  - - 1  -9 -- 0 - 0 I 

fi I 
7 Total Cuslorner Accounls Expenses . ! -- (2 I???) EL -- 2,227. (2691 -- 0 % - 0 
8 
9 Adrninislrullvo nnd General Expenses 

10 Salarles 
11 Office Supplles 8 Expense 
12 A8G Expense Trarwforred 
13 Oulsldo Services 
14 Workmons Cornp Insurance 
15 Properly lrisurance / 
16 lnlurlos and Darnnges 
17 Pensrons nnrl Berlel~ls 
18 Regulatory Cornrnisslon Exporise 
19 Miscollorioous Genoral Expor~so 
20 Renls 
21 Building Ehlrllonancq 
22 
23 Tolal Adniinislrallvo 8 Gonoral 
24 
25 Tolal Opurollons B Mainlonanco 
26 
27 Labor Adjustrnonl 



Northwestern Public Service Schedule No. 4.1 
Operations and Maintenance Expanses by Account Page 1 013 
Twelve Months Ending December 31, 1598 - Tcsi PerIod Detiiils 

Schedule No. 4.2 
Schedule No. 4.3 Undistributed Company 

Line South Dakota Direct P,llocated - to South Dakota South Dakota Total 
No. Description -- Account No. - labor 0 t h  Labor - Other Labor Other 

(4 (b) ( 4  (dl (0) (f (9) 
$ $ $ $ $ $ 

(h) 

Gas Production Expensas 
Operations: 
Sbpervision and Engineering 
LP Gas Expense 
Fuel 
LP Gas 
Miscoilaneous 

Total Operations 

Maintenance: 
Supervision and Engineering 
Slructuros 
Production Equipmont / 

Told Mainlennncu 

Dlritr~bulion Expenses 
Oporol~ons. 
Suporvision and Engineefing 
Load Dispatching 
Compressor Stalion Expenses 
Mains and Servicos Expenses 
Meae nnd Reg Station Exp-Gen 
Meae and Reg Slalion Exp-Industrial 
Meae and Rog Station Exp-City Gale 
Matar and House Regulator Expense 
Customcr Installation Expense 
Othor Exponso 
Ronls 

Total Oporal~ons 



Northwestern Public Service 
Operalions and Mainlenance Expenses by Account 
Twelve Monlhs Ending December 31, 1998 - Test Period Delail's 

S~nedule No. 4.1 
P a ~ e  2 013 

Schedule No. 4.2 
Undlstrlbuled Company 

Allocaled to Soulh Dakota ---- 
Labor Olher 

----A- 

(0) ( f 
$ $ 

Schedule No. 4.3 
South Dakolr; Dlrecl - - - -, - - - --- 

Account No. Labor Olher -- - - - .- 
(b) (c) (4 

$ $ 

Line 
No. D e s c r i p ? ~  -- 

(a) 

Soulh Dakota Tolal .- - - 
Labor Olhur -- - - 
(0) (h) 
$ $ 

1 D~stribution Expenses 
2 Maintenance: 
3 S u p e ~ ~ s i o n  and Engineering 
4 Slructures and Improvements , 
5 Mains 
6 Cornpressur Slalion Equipmenl 
7 Meas and Reg Slalion Exp-Gen 
8 Meas and Reg Slalion Exp-lnduslrial 
9 Meas and Reg Station Exp-City Gale 
9 Services 

10 Meters and House Regulalors 
11 Other Equipment 
12 
13 Tolal Maintenance / 
14 
15 Cuslomer Accounls Expenses 
16 Operalions. 
17 Sur~ervwon 
18 Meter Re~dlng Expenses 
19 Customer Recortls & Colleclions 
20 Uncolleclible Accounls 
21 Misc. Custorner Accounls Expense 
99 -- 
23 Tolal Customer Accounts Expenses 
24 
25 Cuslomer Service & Info. Expenses 
26 Operalions: 
27 Supervision 
28 Cuslorner Assistance Expense 
29 Informalion & Inslruclion Expense 
30 Misc. Customer Serv~ce Expense 
3 1 
32 Tolal Customer Accounls Expenses 



NorthWeslorn Public Service 
Operalions and Mainlenance Expenses by Account 
Twelve Monlhs Ending December 31, 1998 - Test Period Dotails 

Schedule No. 4.2 
Schedule No. 4.3 Undislr~buled Company 

Schedule No. 4.1 
Page 3 of 3 

Line South Dakola Direct Allocated lo South Dakola 
No. Descriplion .- Account No. Labor Olher Other -- Labor 

(a) (b) (c) (dl (e) (1) 
S $ $ $ 

Sales Expensos 
Operalions: 
Supervision 
Demonslraling and Selling 
Adverlising 

l'olal Cuslomer Accounts Exp, ='rises 

Administralive and General Expanses 
Salaries 
Office Supplies & Expense 
ABG Expense Transferred 
Oulside Services 
Workrnens comdlnsuranco 
Properly Insurance 
Injuries and Damages 
Pensions and Bonefils 
Reyulalory Commission Expense 
Miscellaneous General Expense 
Renls , ! 
t3uilding FAainlenance I 

I 
Total Adminislralive & Ggnsra! ' 

Tolal Operalions & Maintenance' 



Schedulo No. 4.2 
P a ~ e  1 cif 3 

Northwestern Publrc Service 
Operalions and Mainlonance Expenses by Accounl - Allocalion of Undislribuled Company Expenses 
Twelve Monlhs Ending December 31, 1998 - Tost Period Delsils 

Schedule No. 4.4 
Tolal Company 

Line Undlslribuled Expenses Soulh Dakota 
No. Description - -- - _ _  Account No, _______ Labor -__- Other __ Gas Faclor _____ _ Faclor 

(a) (t-4 (4 (dl (0) 
$ $ 

(1) 

Allocated lo Soulh Dako!a 
-Am-- - 

Lsbor --- Other 
(9) (h) 

Gas Produclion Expenses 
Operations: 

S u p e ~ ~ s ~ o n  and Engineering 71 0 
LP Gas Expense 717 
Fuel 723 
LP Gas 728 
Miscellaneous 735 

Schedule No. 10 

Total Operations , 

Maintenance: 
Supervision and Engineering 740 
Slruclures I 74 1 
Production Equipment 742 

Tolal Mainlenanco 

Distribulion Expenses 
Operations: 
Supervision and Engineering 
Load Dispatching 
Compressor Station Expenses 
Mains and Services Expenses 
Meas and Reg Slaticn Exp-Gen 
Meas and Reg Slation Exp-lnduslrial 
Mens and Reg Station Exp-City Gelo 
Meter and House Regulalor Expense 
Cuslorner lnslallation Expense 
Olher Expense 
Renls 

Tolal Operal~ons 



Northwestern Public Service Schedula No. 4.2 
Operalions and Maintenance Expenses by Account - Allocation of Undislr~butecl Company Expenses Page 2 of 3 
Twelve Months Ending December 31, 1996 - Test Period Dulails 

Schedule No, 4.4 
Total Company 

Line 
No. Description - 

(a) 

Distribution Expenses 
blainlenance: 
Supervision and Engineering 
Structures and lmprovemenls 
Mains 
Cornprrssor Station Equipmenl 
Meas and Reg Station Exp-Gen 
Meas and Reg Slalion Exp-lndustrisl 
Meas and Reg Station Exp-City Gata 
Services 
Meters and House Regulalors 
Olher Equipment 

Total Mainlenance 

Cuslorner Accounls Expenses 
Operations: 

Supervision 
Meter Reading Expenses 
Cuslorner Records 8 Collections 
Uncollec!ible Accounls 
Misc. Cuslomer Accounts Expense 

Tolal Cuslorner Accounts Expenses 

Cuslorner Service 8 Info. Expenses 
Oporiilions: 
Supervision 
Cuslomer Assistance Expense 
Inlormation R lnstruclion Expense 
Misc. Cuslorner Service Expenso 

Tolal Guslomer Accounts Expenses 

Undistributed ~ x ~ e n s e s  -- South Dakota Allocated lo South Dakota  
Factor Othar Gas Faclor Account No. Labor - - - - Labor - Olher 

(b) ( 4  (4 (0) (1) (9) (h) 
$ $ $ $ 

Schedule No. 10 



I.Jorth\Veslern Public Service Schedule Nu. 4.2 
Operations and Maintenance Expenses by Account - Allocation of L'ndistributed Company Expenses Payo 3 of 3 
Twelve Months Ending December 31, 1998 - Test Period Details 

Schedule No. 4.4 
Total Company 

Line 
& 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 

Undistributed Expenses South Dakola Alloca!ed to South Dakota 
Description - Account No. Labor Other Gas F a c L  Factor Labor Other 

(a) (bj ( 4  (dl (el (1) (el (h) 

Sales Expenses 
Operaiions: 
Supervision 91 1 
Demonstraling and Selling 912 
Advertising 913 

Total Customer Accounts Expenses 

Administrative and General Expenses 
Salaries 
Office Supplies & Expense 
ASG Expense Transferred 
Outside Se~icc+s 
Workrnons Comp Insurance 1 
Properly Inc aurance 
Injuries and Dnma~es 
Pensions and Benefits 
Fiegulalory Commission Expense 
Miscellaneous Goneral Expense 
Rents I 

Build~ng Ma~ntenance 

Total Administrative & General 

Total Operations & Mainlenonce 

$ $ $ $ 

Schedule No. 10 I 



NorthWestern Public Service 
Oporalions and Maintenance Expenses by Accounl - Nubraskn Direct Expenses 
Twelvo Monlhs Endlng December 31, 1998 Tesl Period Details 

Lir~e 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Gas Production Expenses 
Operalions: 
Supervision nnd Engineering 
LP Gas Expcnso 
Fuol 
LP Gas 
Miscellaneous I 

I 

Tolal Oporolms 

Malnlenanco: 
Supervision i ~ n d  Engineering 1 
Slructures 
Production Equipment 

Total Mainlunance 

Dislribulion Expensos 
Operalions: I 

Superv~sion and Enginaefing 
Load D~spalctung 
Compressor Siaiion Expenses 
Mains and Sorvlces Expenses 
Meas and Rog Slalion Exp-Gen 
Meas and Reg Slation Exp-Industrial 
Meaa and Rog Station Exp-City Gale 
Meter and House Regulator Expense 
Cuslomer lnslallation Expense 
Other Exponso 
Rents 

Tolal Operations 

Schedule No. 4.3 
Page 1 of 3 



Northwestern Public Service Sch~dule No. 4.3 
Operalions and Mainlenance Expenses by Account - Nebraska Direct Expanses Page 2 013 
Twelve Months End~ng December 31, 1998 - Test Period Details 

Schadule No. 4.5 
Base Period 

Line 
Test Period 

- South Dakola Direct - Adjustments 
No. Description 

South Dakote Direct 
-- P.ccount No. Labor - Other Labor Olhar 

(a) (b) 
Labor Other 

( 4  (dl (el (f) 
-- _.- 

$ $ $ $ 
(a) 

$ 
(h) 
$ 

Distribution Expenses 
Maintenance: 
Supervision and Engineering 
Slruclures and improvements , 
Mains 
Compressor Station Equipment 
Meas and Reg Station Exp-Gen 
Meas and Reg Slalion Exp-Industrial 
Meas and Reg Station Exp-City Gate 
Serxes 
Meters and House Regulators 
Other Equipment 

Total Maintenance 
1 

Customer Accounts Expenses 
Operations: 
Supervision 
Meter Reading Expenses 
Cuslorner Recordst& Colleclions 
Uncollectible Accounts 
Misc. Customer Accounts Expense 

Total Customer Accounts Expenses 

Cuslorner Service & Inlo. Expenses 
Operations: 
Supsrvision 
Cuslorner Assistance Expense 
Inlormalion & lnslruclion Expense 
Misc. Customer Service Expense 

Total Customer Accounts Expenses 



NorttiWeslern Public Service 
Opornlions nnd Maintennnce Exponses by ~ c c o u n l  - Pu'ebraska Dim1 Expenses 
Twelve Monlhs Ending Docambur 31, 1998 -,Tesl Period Ceia~ls 

Schedule No. 4.3 
Page 3 013 

Schedule No. 4.5 
Base Poriod Test Period 

South Dakota Direct 
Labor Other -- -- 

kt) (hj 
$ $ 

Line I South Dakota Direct --- 
Account No. Labor &L !~!SS!!&L -- Other 

(a) (b) (c) ( 4  
$ $ 

Adjuslrnenls 
--- . ---- 

Labor Other -, --A - -- 
(el (I) 

Sales Expenses 
Operalions: 
Supervision 
Demonstrating and Sellin0 
Advertising 

Tolal Cuslorner Accounts Expenses 

Administrative and General Exponses 
Salaries 
Olfice Supplies & Expense 
ABG Expense Transfetred 
Outside Services 

I Workrnens Comp lnsurance 
Property Insurance 
Injuries and Damages 
Pensions find Benef~ts 
Regul~lory Commission Expense 
Miscollaneous General Expense 
Rents I 

Bulld~ng Maintenance 

23 Total Admln~strative & General 
24 
25 Tolal Operations & Maintenance 
26 
27 Labor Adjustment 
28 Remove Promotional Advertising 
29 Remove Institutional Adverlising 
30 Remove LP Gas 
3 1 
32 Tolal Adjuslrnents 



J ~ \ a k % = = - = - -  

Northwestern Public Service Schedule No. 4.4 
Operat~ons and Maintenance Expenses by Account - Undistributed Company Expenses Page 1 of 3 
Twelve Months Ending December 31, 1990 - Test Period Details 

Line 
No. -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
10 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1 
32 

Schedule No. 4.6 Test Period 
Base Period - Tolal Company Total Company 

- Undistributed Expenses Adjustments Undistributed Expenses 
Descripsn -- Account No. Labor - Olher - Labor Other Labor Other 

(a) (b) ( 4  (dl (el (1) (9) (h) 
$ $ $ a $ $ 

Gas Production Expensss 
Operations: 
Supervision and Engineering 710 
LP Gas Expense 717 
Fuel 723 
LP Gas 728 
M~scollanoous 735 

Total Operations 
1 

Maintenance: 
Supervision and Engineering 
Structures 
Produclion Equipment 

1 

Total Maintenance 

Dislribution Expenses 
Operations: 
Supervision and ~ngineerihg 
Load Dispatching 
Compressor Statron Expenses 
Mains and Services Expenses 
Meas and Reg Slalion Exp-Gen 
Meas and Reg Station Exp-lndustr~al 
Meas and Reg Slalion Exp-Cily Gate 
Meter end House Regulator Expense 
Cuslomer Installation Expense 
Other Expense 
Renls 

Total Operations 



NorlhWeslar~~ Public Service Schedule No. 4.4 
Operallons and Mainlenance Expenses by Account - Undislr~buled Compmy Expe~uss Page 2 of 3 
Twelve Monlhs E n d i n ~  December 31, 19919 - Tosl Period Details 

Line 
No. Descriplion -- Account No. 

(4 (b) 

Distribution Expenses 
Maintenance: 
Supervision and Engineering 
Struclures and lmprovemenls 
Mains 
Compressor Slalion Equipment 
Meas and Reg Slation Exp-Gen 
Meas and Reg Station Exp-lnduslriai 
Moas and Reg Stalion Exp-City ~ $ l e  
Services 
Melsrs and House Regulators 
Olher Equipnienl 

i 

13 Tolal Mainlenance 1 
14 
15 Customer Accounls Expenses 
16 Operalions: 
17 Supervision 
18 Melur Reading Expenses 
19 Cuslomer Records 8 Collections 
20 Uncolleclible Accounts 
21 M~sc. Customer Accounts Expense 
22 
23 Tolal Cuslomer Accounts Expenses 
24 
25 Cuslomer Service B Info. Expenses 
26 Oparations: 
27 Supervision 
28 Cuslomer Assistance Expense 
29 Information 8 lnslruclion Expense 
30 Misc. Cuslomer Service Expense 
3 1 
32 Total Cuslomer Accounls Expenses 

Schedule No. 4.6 
Base Pericd - Total Czm~anv , , 

Undislribuled - Expenses - _.Adhtm_en!s_--- 
Olher Labor- -*---- - -- Labor Other 

(dl 
--- 

(cl 
$ 

(el 
S 

(0 
$ $ 

Tesl Period 
Total Company 

Undistributed Expenses - 
Labor Olhsr 

(el (h) 
$ $ 



NorthWeslcrrn Public Sorvlcs Schedule No. 4.4 
Oporallons and Moinlenance Expanses by Account - Undlutrib~ilsc! Company Expenses Page 3 of 3 
Twolvu Monlhs Ending Docombor 31, 1998 - Tasl Par!od Eelails 

Schedule No. 4.6 
Base Period . Told Currlpany 

Test Period 
Tolal Company 

Line 
_No. 

Undlslribulocl Expmses Adjuslmenls Undislribuled Expenses - - -- - - . - - - . - - .. - - -. .- -. - - - -. - - - - - - - . -. -- - - - - - - .- - --- 
Account No. Labor Orhor Labor Olhor Labor Other Posc~llp_t~n - - - . .- --- - ---- -- - -- - - - - 

(a) (b) (cP (dl (0) (1) (9) (h) 
$ S $ $ $ $ 

Sales Expenses I 

Opernllons: 
Supervision 91 1 0 0 0 0 0 0 
Demonstrating and Sellmg I 912 0 0 0 0 0 0 
Advertising 913 - -  . J E  - 17,911 (2,165) 0 0 I 

Tolal Cuslorner Accounts Expenses 

Adm~nltilrol~ve and General Expenses 
Snlarles 
Oll~ce Suppl~us 8. Expense 
A80 Expenso Transierrod 
Oulside Services 1 
Workrnons Cornp Insurance 
Propurly Insurance 
Injuries and Dnmo~os 
Penslons and Banof~ls 
Rogulalorf Comrnlr;sion Expense 
Miscellaneous General Expense 
Renls I 

Bu~lding Ma~nlonance 

Toiai Adm~nislrol~vo 8 General 4 6 2 1 8 4 2  5,1882iL 3 .  ( 509 - 728) 4 ___, 760 , 498 4,678.963 -.. -L-L- -- -. -- 

Labor Adjustment 3 00% 183,510 0 
Remove Prcimolional Advertising 18,448 (2,165) 
Remove lnstilutional Advertising 0 (509,228) 
Adjust Affliale Management Fees .- 0 (1.089.884) 

C z 
Total Adjustments -_- 201,958_ (1,601,2771 --- 



Northwestern Public Service Schellule No. 4.5 

operations and Maintenance Expenses by Account Page 1 of 3 

Twelve Months Ending December 31, 1998 - Base Period Details 

Schedule No. 4.6 
Undistributed Company 

Line Allocated lo South Dakola South Dakota Direct-- --- South D a k o t ~  Total 

No. Description Account No. Labor - - Labor Other m e r  - - -  Labor Other-- - 
(a) (b) ( 4  , ( 4  (0) (1) (0) (h) 

16 $ $ $ $ $ 

1 Gas Production Expenses 
2 Operalions: 
3 Supervision and Engineering 710 9,015 1,269 2,671 152 11,986 1,421 
4 LP Gas Expense 717 409 37 0 0 409 37 
5 Fuel 723 0 2,656 0 0 0 2,656 
6 LP Gas 728 0 132 0 0 0 132 

7 Miscellaneous 735 -_____- 892 -. 0 1,067 -- 892 0 - -  -1,067- 
8 
9 Tolal Operalions 

10 
11 Maintenance: 
12 Supervis~on and Engineering 740 7,022 1,029 1,994 99 9,006 1,128 
13 Structures I 741 2,172 68 0 0 2,172 68 
14 Production Equipment 742 0 1,411 0 -- 0 0 1,411 
15 
16 Total Maintenance - 
17 
18 Distribution Expenses 

Operalions: 
Supervision and Engineering 
Load Dispatching 
Compressor Station Expenses 
Mains and Services Expenses 
Meas and Reg Station Exp-Gen 
Meas and Reg Station Exp-Industrial 
Meas and Reg Station Exp-City Gate 
Meter and House Regulator Expense 
Customer Installation Expense 
Other Expense 
Renls 

Total Operations 



NorthWeolern Pubiic Service S~hedule No. 4.5 
Operalions and Mairrlenance Expensas by Account Page 2 of 3 
Twelve Months Ending December 31, 1938 + Base Porlod Details 

Schedule No. 4.6 
Undistributed Comoanv 

L~no South Dakolu Direcl Soulh Dakola Tolal Allocated lo South daki1a -- 
No. D=i@on - - - Accounl No. --- -----.-.....- Labor Other Labor Other Labor Olher 

- -  (b) (c) ( 4  (e) (1) (el (h) 
$ $ $ $ $ $ 

1 Distribution Expenses 
2 Mainlenance: 
3 Supervision and Engineering 
4 Structures and improvemenls I 
5 Mains 
6 Compressor Station Equipmenl 
7 Meas and Reg Slalion Exp-Gen 
8 Meas and Reg Slalion Exp-lnduslrial 
9 Meas and Reg Slalion Exp-Cily Gale 
9 Services 

10 Molers and House Regulators 
11 Olher Equ~pmenl 
12 
13 Tolal Mainlenance 

1 
14 
15 Cuslomer Accounls Expenses 
1 fi Operalions: 
17 Supervision 
18 Meler Reading Expenses 
19 Cuslomer Records & Co',leclions 
20 Uncollectible Accounls 
21 Misc. Cuslomer Accounls Expense 
22 
23 Tolal Cuslorner Accounls Expenses 
24 
25 Customer Service & Info. Expenses 
26 Operations: 
27 Supervision 
28 Cus!omer Assislance Expense 
29 Inlormalion & lnslruclion Expense 
30 Misc. Cuslomer Service Expense 
31 
32 Tolal Cuslomer Accounls Expenses 



NorthWestern Public Service 
Operations and Maintenance Expenses by Account 
Twelve Months Ending December 31, 1998 - Base Period Dctalls 

Schedule No. 4.6 
Undistributed Company 

Soulh Dakota Direct Allocal.ed lo South Dakota Soulh Dakola Tolal - -- -_--- -_ --_I-__-___ 

D_esc!Wn _ -  Accounl No. Labor -- Other Labor Labor Olher 
- 

Other - -  
(b) (c) (d (el ( 1 )  (Q) 

$ $ $ 8 8 $ 
(h) 

Sales Expenses 
Operations: 
Supervision 
Demonslrating and Selling 
Advertising 

Total Customer Accounts Expenses 

Adminislralive and General Expenses 
Salaries 
Office Supplies S Expense 
A&G Expense Transferred 
Outside Services 
Workmens Comp Insurance / 
Property Insurance 
Injuries and Damages 
Pensions and Beneiits 
Re~ulalory Commission Expense 
Miscellaneous General Expense 
Rents 1 

Building Maintenance 

Tolal Adminislralive & Cieneial 



Northwestern Public Service 
Oysrations and hfaintenance Expenses by Account - Allocat~on of Undistribi~ted Company Expenses 
Twelve Months Ending December 31, 1998 - Base Period Details 

Schedule No. 4.6 
P a ~ e  1 013 

Total Com~anv 

Gas Produclion Expenses 
Operations: 
Supervision and En~lneeriny 
LP Gas Expense 
Fuel 
LP Gas 
Miscellaneous 

Tolal Operalions 

Maintenance: 
Supervision and Engineering 
Structures 
Production Equipment 

/ 
Total Maintenance 

Distribution Expenses 
Operations: 
Supsrvislon and Engineering 
Load Dispaitching 
Compressor Station Exporises 
Mains and Services Exponsos 
Meas and Reg Stalion Exp-Gon 
hleas and Reg Stalion Exp-lnduslrial 
Meas and Roy Station Exp-C~ty Gate 
Meler and Houso Regulator Expense 
Customer Installation Expenso 
Olher Expense 
Renls 

Total Operations 

Acoounl No. 
----&I---- 

710 
717 
723 
728 
735 

740 
74 1 
742 

870 
87 1 
872 
874 
875 
876 
877 
878 
879 
880 
88 1 

Schedule No. 11 



NorthWeslern Public Sorvice Schedule No. 4.6 
Operalions and Maintenance Exponses by Account - Allocation of Undislnbuled Company Expenses Pngo 2 o l 3  
Twelve Monlhs Ending December 31, 1908 - Base Period Details 

Line 
KO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
2 7 
28 
29 
SO 
31 
32 

Dislribulion Expenses 
Maintenance: 
Supervision and Engineering 
Slruclures and Irnprovernenls 
Mains 
Compressor Slalion Equipment 
Meas and Reg Slalion Exp-Gen 
Meas and Reg Slalion Exp-lnduslrial 
Meas and Reg Station Exp-City Gale 
Serv~ces 
Meters and House Regulalors 

I 

Olher Equ~prnenl 

Tolal Malnlo~iance 
/ 

Cuslorner Accounls Expenses 
Operalions: 
Supervision 
Meler Reading Expenses 
Cuslorner Records & Colleclions 
Uncolleclible Accounls 
Misc. Cuslorner Accounls ~'xpense 

Told Cuslornor Accounls Expenses 

Customer Service 8 info. Expenses 
Operal~ons 

Suporvis~on 
Cuslorner Asslslance Expenso 
Inlormalion B lnslruclion Expense 
Misc. Cuslorner Service Expense 

Tolal Cuslorner Accounls Expenses 

Schedule No. 11 



NorthWeslern Public Service 
Operalions and Maintenarlce Expenses by Account - Allocntion of Undislribuleri Comptiny Expenees 
Twelve Months Ending December 31, 1998 - Base Period Delails 

Total Com~anv 

Sales Expenses 
Operalions: 
Supervision 91 1 0 0 
Dernonslraling and Selling 91 2 0 0 
Advertising 913 -- [17191 1) - 2,165 

Total Customer Accounls Expenses 

Adminislralive and General Expenses 
Salaries 
Ollrce Supplres & Expense 
A&G Expense Transferred 
Oulsrde Services 
Workmens Comp lnsurance 
Properly lnsurance 
Injuries and Damages 

1 
Pensions and Benefits 
Reyulalory Commission Expense 
Miscellaneous General Expense 
Rents 
Building Maintenance 

Total Administrative & General 

Total Operalions 8 Maintnnanco 

S. Dakola Allocaled lo Soulh Dakola 
Gas Factor Faclor Other Labor - 

(el (1) (Ll) (h) 
$ .$- 

Schedule No. 11 

Scheoule No. 4.6 
P a ~ e  3 of 3 



NorlhWestorn Pilblic Service 
Dopreclalion and Amortization Expense 
Twelvt. Months Ending Docembor 31, 1998 

Schedule No. 5 
Page 1 of 1 

Llno 
No. --- 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 

Direcl South Dakota - Production 

Direct Soulh Dakota - Trnnsmlssion 

Direct Soulh Dakota . Dislribution 

General - Direcl South Dakota 

General - Common 

Tolnl 

Loss Deprocialion Char~od lo 
Transportation Clearir~g: 

Direct South Dakota 
Common 

Total Deprocialion Expense 

Amortmtion of Lmted Term Invest. 
/ 

Total Depr. and Amortizal~on Expense 

Schedule No. 11 Schedule No. 10 



NorthWestern Public Service Sched~le No. 6 
Taxos Oihor Thun lncorno Tuxoa Page 1 of 1 
Tweivo Months End!ng Drrcornbor 31, 1998 

I inn Actual .- 
Rase Period adjust men:^ Tesl Period k _qescr !@lon 

(a) (b) 

Delaware Franchise 
South Dakola Gross Revenue 
Federal Highway Uso 
Workers Comp Self-Insured 
Soulh Dakola Proporly Tax 

Total Expense 

Tolal South Dakota Allocaled lo 
Soulh Dakola Company Gas Factor h c l o r  -- -- 

(el (I) (el (h) 
$ $ 

Base Period Factors - Schedule No. 1 1 
102,000 0.1906 F 0.6386 F 12,415 

0.1500% 44,707 1 .OOOO 1 .OOOO 44,707 
3,816 0.3600 E 0.5900 E 81 1 
2,000 0.3600 E 0.5613 1 4 04 

61 7,333 . - - 1 .OOOO l.°COO 61 7,333 

Tasl Period Adjustments 
0 0.0010 0.0034 132 

8,941 0.0000 0.0000 8,94 1 
0 (0.0200) (0.0400) (97) 
0 (0.0200) (0.0073) (2 7) 

292,400 0.0000 0.0000 232,400 

-301J4L --- -- 301,349 

Test Period Factors - Schedule No. 10 
102,000 0.1916 F 0.6420 F 12,547 
53,648 1 .0000 1 .OW0 53,648 
3'81 6 0.3400 E 0.5500 E 714 
2,000 0.3400 E 0.5540 1 377 

903,733 Sch2, P1&3 . 1 .OOOO 909,733 1.0000 



NorlhWeslern Fublic Service 
Computalion of Federal and Slalo lncorne Taxes 
Twelve Months Endiny December 31, 1998 

Schedule No. 7 
Page 1 of 1 

Adjuslmenls Cuslomer 
Rase f'eriod -.- - to Reflocl 

Line Nol Normallzing Requesled Tesl Period Requiremenl Charge 
-No, Doscri@on -- Referencg Normalize+- Adju~lmenls. -fjor~nalized Return Tolal Sch 12, P4 

( 4  (b) (4 (el 
$ $ 

( f (01 
$ $ $ 

(h) 
$ 

1 Return on Rate Base 
2 

Sch 9, L31 

3 Tax Adjustments: 
4 lnleresl Expense 
5 

Line 30 

6 Return Less Adjustments 
7 Income Tax Gross-up Factor (li.65) 
8 

Stale Taxable Income 
Slale lncome Taxes 

Federal Taxable lncorne 

lncome Tax Rates - % 
Federal lncome Tax Ra!e 
Slale lncome Tax Rale 

lncome Tax Amounts - $ 
Federal lncome Taxes 
Stale lncoma Taxes 

Total lncorne Taxes 

25 Compulalion of lnteresl Expenso 
26 
27 Net Rale Base Sch 9, L28 
28 lnteresl Componenl of Cost of Capilal Sch 9.2, L1 
29 
30 Inlerest Expense 



NorlhWeslern Public Service Schedule No. 8 
Cornpulallon of Rate Case Expenses Page 1 of 1 
Twelve Months Ending December 31, 1998 

Line Aclual 

1 Past Rale Cnse Expense 
2 Yet Unamortized 0 0 0 
3 
4 Consullant and Other Oulside Expense 0 50,000 50,000 
5 
6 SDPUC Rale Case Fund 0 100,000 1 00,000 - 
7 
8 Tolal Rate Case Expense 0 150too& ----, 150 000 --- 
9 

10 Three Year Arnortiznlion , .A. ___a,ook m?@. - -- 
1 1  

12 
13 Adjuslmenl to Rate Base 
I 4  
15 Tolai Cost I 

0 150,000 150,000 
16 
17 Less: 112 Year Amortization 0 -- 25,000 25mo- 
18 
19 Net Adjustrnenl to Rale Base _ --- 0 125 000 - _125"?00 - 



NorthWastctrn P u b k  Service 
Coritpiilat~on o l  Rate Base and Return 
lwelva Monlhs Ending December 31, 1998 

No. - Description 
(a) 

Plrinl in Service 
Direct South Dakota Gas Planl 
Common Planl 

D~slr~bution Replacemenls 
D~str~bution Mains 
Dislribulion Services 

Conslruclion in Service, 
Not Transferred 

Dirocl South Dakota Gas Plant 
Common Plan: 

Total Planl and Prcsperty 

P.ccurnulated Deprecialion R Amort. 
Direct South Dakola Gas Plnnt 
Common Plant 

Adjustments 
Base P2riod lo Reflect 

Not Normalizing Reqceslod Tesl Period 
Rnlererice _ Nonntilizod -._ __ A,clJi~slrnenis -____ Nofmalizod Return - Total - 

(b) 14 Id) (el (9 
$ 

(el 
$ $ $ $ 

Tolal Reserve 
I 

Nel Utility Plant 
Working Cap~tal 
Unornortizod Ram Case Expense 
Deferred Tax Reserve 

Nel Rale Base 
Rate ol Return - 5:. 

Relwn on Rale Base - $ 

Accl No, 376 0 0 0 0 0 
Accl No. 380 0 0 0 0 0 

Sch 9.1, L51 1,854,584 0 1,854,584 0 1,854,584 
Sch 9.1, L52 183,643 .K!L?!?~) !G~,~J!L * r - 0 161,858- 

36,708,065 (956,228) 35,751,837 0 35,751,837 
Sch 9.3, P3-5 1,720,172 G 1,720,172 0 1,720,172 
Scn 8 0 125,000 1 25,000 0 125,000 
8ch 9.3, P3-4 ---16_!%351) -_ &293 - (622,650) - 0 (622,650) 

Schedule No. 9 
Page 1 of 1 



NorthWoslorri Public Sorvice Schedule No. 9.1 
Book Bulances ol Plan: Accoiinls P a ~ e  1 of 2 
Doconibor 31, 1997 arid 1998 

Lino 
No: 

PRODUCTION.SOUTH DAKOTA 
304.0-Land and Land Rights 
305 0.Structures and linprovernonts 
31 1 0-L~qt l~ l~et l  Petroleum Gas Equ~p. 
320 0-Other Equ~prnerit 

Tola1 Production Plant 

DISTRIBUTIGN-SOUTH DAKOTA 
374.0-Land and Land Rights 
375.0-Structures and Improvements 
376.0-Mains 
378.0-Meas. 8 Reg. Sta. Equip. - Gen. 
379.0-Meas. B Reg. Sta. Equip. - City 
380.0-Services 
381 .O-Meters 
302.0-Meter Installalions 
383.0-Regulators 
384.0-Regulalor lnstallalior~s 

Total Dislribut~on Plant 

GENERAL-SOUTH DAKOTA 
303.0-Misc. Intangible Plant , 
389.0-Land and Land R ~ g l ~ l s  
390.0-Structures and lmprovernenls 
391 .O.OIlice Furniture & Equipment 
392.0-Transporlation E.quipment 
393.0-Slores Equipment 
394.0-Tools, Shop and Garage Equip. 
395.0-Laboralory Equipment 
396.0-Power Operated Equipment 
397.0.Comrnun1cat1on Equipment 
398.0-M~scellaneous Equlprnent 

Tolal General Plant 

Total Accotml 101 Plant - S. Dakola 

Test Year 
Tlllrloen 
Monlh 



Northwestern Public Service 
Book Balances ol Plant Accounts 
December 31, 1997 and 1998 

Line 
No. -- 

39 
40 
4 1 
4 2 
43 
44 
4 5 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
5E 

Description Reference 
(a) (b) 

GAS PLANT IN SERVICE 
Total Acco~ml 101 Plant - S. Dakota 
COMPLETED NOT CLASSIFIED 
Total Accounl 106 Plant - S. Dakota 

TOTAL GAS PLANT - S. DAKOTA 

COMMON PLANT IN SERVICE 
Accounl389-398 - S. Dakota Share Sch 9.3, P I  

CONSTRUCTION IN SERVICE, 
NOT TRANSFERRED 

Direct South Dakota Gas Plant Sch 9.3, P2 
Common Plant - S. Dakota Share Sch 9.3, P2 

Total Accounl 106 Plant - Common 

TOTAL PLANT AND PROPERTY 
I 

Schedule No. 0.1 
Page 2 GI 2 

Base Yoar Tesl Year 
Per Books Q 121311'97 -- Por Books O 12/31/98 Thlrleen Thlrleon 

Nan- Non- Month Month 
Dooredabis Deprocl(iQ!o_ -. 7%- - Doprec~_~bIo Jep_rgclnhle Total - __ 

--&-- -- Averago_ . -Av~+~ge__ 
(4 (4 ( 4  (1) (el (h) (1) 0) 
$ a S $ $ $ $ 5 



NorthWsslern Public Sowice Schedule No. 9.2 

Consolidated Cosl ol Capital - Northwestern Corporation Page 1 of 1 

Decomber 31, 1997 and '1998 

1 LonpTerrn Debl 
2 
3 Prelerred Stock Equity 8 Seculttles 
4 
5 Common Stock Equity 
6 
7 Total Capilal~zation 
8 
9 
10 Long-Term Debt Delail 
11 Firs! Mongage Bonds 
12 7.000% Seiies 
13 6 990% Series 
14 6 950% Seiies 
15 7.100% Series 
1 E Polluti~n Control Obligations 
17 5 900°h Sor~es 
18 5 900% Series 
19 5 850% Series 
20 5 9 0 %  Series 
21 Senior Secured Debt 
22 7.530% Series 
23 7.330% Series 
24 Other Long-Term Debl 
25 Mismllaneous Seller Notes 
26 Amon. ol Debl Disc and Expense 
27 
28 Total Long-Term Dobl 
29 
30 Prelerred Stock and Securities Detail 
31 4 5004'. Series 
32 8 125% Series 
33 7 200Sb Series 
31 6 500% Series 
35 
36 Total Prelerred Stock and Securilies 

27,525,000 
Acct. 428 -- 

$ $ Yo 

Line 27 425,?8l,OOO 588,875,000 43.5904% 

Line 35 36,250,000 91,250,000 6 7546% 

366,318,000 -- 670,a03,000 49.6550% 

&2',849,000 --- -_!,350,9L0~0_ _100.0_OoO"~i 



NorlhVdestem Public Senlice 
Detail for 13 Month Average Calculntions 
December 31, 1998 Test Year 

1 PLANT IN SERVICE - COMMON 
2 
3 Balance - December 31, 1997 
4 Balance - January 31, 1998 
5 Balance - February 28,1998 
6 Balance - March 31, 1996 
7 Balance - April 30, 1998 
8 Balance - May 31, 1998 
9 Balance - June 30,1998 

10 Balance - July 31, 1938 
11 Balance - Augusl31, 1998 
12 Balance - Seplember 30, 1998 
13 Balance - Oclober 31. 1998 
14 Balance - November 3C. 1998 
15 Balance - December 31, 1998 
16 

Base Period --- - Toel P e W  --- 
' Total S. Dakota Allocated to S. Dakota Allocated lo  Test Period 

Factor South Dakota Adjus!menl I Cornpar-ny- Gas F a c t o ~  . - Fact01 -_ South Dakota Gas Factor - - -- .- 
(b) (f) I (c) (d) (4 (Q) (h) (1) 

Schedule No. 9.3 
Pngo 1 of 5 

19 Thifleen Month Average 42.51 1,014 
20 

-- 
ACCUM. DEPRECIATION - COMMON 
&lance - December 31, 1997 
Balance - January 31, 1998 
Balance - February 28, 1998 
Balance - March 31, 1998 
Balance - April 30, 1998 
Balance - May 31.1998 
Balance - June 30, 1998 
&lance - July 31, 1998 
Balance - August 31, 1998 
Balance - September 30. 1998 
Balance - October 31, 1 998 
Balance - November 30,1998 
Ezlarce - December 31. 1998 

$ 
Schedula No. 11 

. . 
$ $ 

Schedule No. 10 



NorlhWestem Public Soivico 
Detai! tor 13 Month Average Colculalmns 
December 3 1, 19P3 Test Year 

L I I ~  
No Descr~pl~on / Month / Year - - 

(a) 

1 CONSTRUCTION IN SERVICE EUT 
2 NOT TRANSFERRED - SO GAS 
3 Balanco - December 31, 1997 
4 Balanco - January 31, 1998 
5 Balance - February 28, 1098 
6 Balance - March 3 1. 1998 
7 Balance - April 30, 1998 
8 Eialan~% - May 31. 1998 
9 Balance . Jurie 30, 1998 

10 Balonco - July 31, 1998 
1 1 Balance - August 3 1, 1998 
12 Balance - September 30. 1998 
13 &?lance - Oclober 31, 1998 
14 Bolarice - November 30, 1998 
15 Balance - Dccarilber 31, 1998 
16 

Base Period - -- - - ---- TestPuriod 
Total S. Dakota Albcated lo S. Dskota Allocated to Tosl Poriod 

- Company__ Gas Faclor Factor - ~!!?~@Ot(l AS!F= Factor South Dakota --- Adjuslment 
(b) (c) io'l (el ( f  1 (0) (h) (1) 
$ b s $ 

Schsdule No. 11 Schedule No. 10 

18 Thrteen Month Average 
20 
21 CONSTRUCTION IN SERVICE OUT 
22 NOT TRANSFERRED - COMMON 
23 Balance - Decemb 3 1 ,  1997 
24 &lance - Januaw 3 l , lW8 
25 Baiance - Fe4rcai-y 28. 1 W3 
26 Balanco - March 3 1,  1998 
27 Ba!nncrj - April 30, 1598 
28 f3alance - May 3 1. 1998 
29 Oalarlce - Jurw 30. 1998 
30 Balwme - July 31. 1998 
31 Galawe . Auyusl 31. 1996 
32 Balance - Strple~nber 30. 1998 
33 Uahclnco - Cklober 31. 1998 
34 Balance - November 30. 1998 
35 Balanca - Owmnber 31.1 S398 
33 
37 Thiileen M n t h  Tdal 
38 



NorihWoston~ Public S O M C ~  
Detail for 13 Month Average Calculaltons 
Ducnmber 31, 1998 'Tesl Yoar 

1 MATERIALS S SUPPLIES - SD GAS 
2 
3 Balance - Docomber 31, 1997 
4 Balance - January 3 1, 1998 
5 Balance - February 28, 1998 
6 Balance - March 3 1, 1998 
7 Balance - April 30, 1998 
8 Balance - May 3 1, 1998 
9 Balance - June 30, 1998 

10 Balance - July 31, 1998 
11 Balance - Augusl31, 1998 
12 Balance - Seplernbor 30, 1998 
13 Balance - Oclobor 3 1, 1998 
14 Balance - Novernbor 30, 1998 
15 Balanco - Dccombur 3 1. 1998 
16 
17 Thirteen Monlh Told 
18 
19 Thirteen Monlli Average 
20 
21 ACCUMULATED DEFERRED 
22 ItdCOME TAXES - GAS CREDIT 
23 Balance - December 31, 1997 
24 Balance - January 31, 1998 
25 Balance - February 28, 1998 1 

26 Balance - March 3 1, 1998 
27 Bafance - Apn130, 1998 
28 8aIanca - May 31. 1998 
29 Rcrlanco - Juno 30, 1998 
30 8alance - J~ i l y  31, 1998 
31 Balance - Augusl 31, 1998 
32 Balance - Seplomber 30, 1998 
33 Balance - &lobor 3 1. 19% 
34 Balonco - Novembor 30. 1998 
35 Bnlanco . Docomber 31, 1298 
36 
37 Thirteen MonUi Totill 
38 
39 ThMeen tJonUi A~orage 

Schedule No. D 2 
Pago 3 015 

Base Poriod Test Period -- ----- ---- 
Total S. Dakola Allocrilnl lo S. Dakota Allocaled lo Tost Period 

Company Gas Faclor Faclor 
(b) ( 4  

Schedule No, 1 1 

Factor Sou!!!.D_okata __GnsFWioL- -. 
(I) (9) 

Schedule No. 10 

South Dakk_olg _A?ju_st~nunt 
(h) (1) 



Norll\Woslorn Publlc Sorvlco 
Detail for 13 Month Avorage Calculalior~~ 
Doco~nber 31, 1990 Tosl Yoar 

Schedule No 9.3 
Page 4 of 5 

Llrre 
No. 

ACCUMULATED INVESTMENT 
TAX CREDIT - QAS 
Baltrnco Doco~nbor 31, 1997 
Balorm - Jawury 31, 1990 
Balnnco - Fobruury 28, 1998 
Balonco . Marc11 31, 1998 
Bula~rco - April 30, 1998 
Balnrrco - hlny 31, 1998 
Balanco . Juno 30, 1998 
Balonco . July 31, 1998 
Ualanco - Augusl31, 1998 
Balance . Soplornber 30, 1998 
Balonco - Octobor 3 1, 1998 
Balnnco . Novon~bor 30, 1098 
Dnlorico . Docombor 31, 1998 

Dose -- Perlod .---------- Tesl Period 
Total S. Dakoln Allocaled lo S. Dekola Allocated to Tesl Porlod 

- COWW - -!??s~E!?L -. - Factor -- - - w!lh &!k!?ll! _%kc&- -- Fnclor Soulh Dakota Ad&lrne~\l 
@I- ( 4  (dl (0) (1) (Q) (h) t 

ii--' - 

$ $ $ 
Schodulo No, 11 Schedule No. 10 

PROPANE INVENTORY - SD GAS 

Dolnnco Ducul~lbor 31, 1907 
Balanco . Jnnuary 31, 1000 
Ualonco Fubrunfy 28, 1900 I 

Bolonco . Marclr 31, 19UU 
Bnlonco . Aprl 30, 1 900 
Dalorico Moy :\ 1, 1 998 
UU~UIICO . .JUI\U 30, 1 998 
Rnlancn . ,July 3 1, lO98 
l311lnncu . Att[jtr!~l 3 1, 1098 
Dirlr~r~co - Soplumbur 30, 1098 
Ur~lurlco . 0clol)ur 3 1, 1998 
Bolnrlco . Novurr~bor 30, 1 U9H 
Ualnnco t)ucombor 31, 1998 



NorttiWostarn Public Servlco Sctlodulcl No. 9,3 
Detall for 13 Monlh Averogo Calculations Page 5 015 
December 31, 1998 Tusl Yoar 

Llno 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
10 

Qes..rlpllon I Monlh ! Yoar - -- - 
(8) 

NATURAL GAS STORAGE SD GAS 

Balance - Decomber 31, 1997 
BCihn~0. January 31, 1998 
Balance - February 28, 1998 
Balnrice - March 31, 1998 
Balance - April 30, 1998 
Balance - May 31, 1998 
Balance - June 30, 1998 
Balance - July 31, 1998 
Balancu - Augusl31, 1998 
Balance - Septeniber 30, 1998 
Belarice - Oclober 31, 1998 
Balance - November 30, 1998 
Balance - December 31, 1998 

Total 
Cotnpany- 

---A- 

(b) 
$ 

1,127,205 
803,607 
501,523 
261,058 

93,962 
0 

278,022 
592,938 
788,262 

1,015,976 
1,252,202 
1,231,570 
1 184 485 _--L--I-- 

17 Thirtoo~i Monlh Total 9 130 810 
18 

, -- -4 r;>x !=- 

10 Thlrloen Monlh Avorago -.7_02,370_ --- --- 

Base Perlod -------- 
S. Dakola Allocated lo- 

Gas Faclor Factor -- Soulh Dakola 
(c) ( 4  ( 4  

$ 
Schedule No, 11 

-- ---- Test ---.------- Porlorl 
S. Dakotn Allocated to 

Schedule No. 10 

Test Porlod 
Adjustmonl -- .-- . - - -- 

(I) 
$ 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 --- -- . - 



Northwestern Public Sorvlco Schedule No, 9.4 

Accunilatod Doproclalion and Arnortlznllon Pogo 1 of 1 

Oiroct Soulh ~ e k o l a  Gns Plnnl 
Docombor 31, 1908 Tost Yoar 

Llne 
No Month 1 Yunr -. - 

(4 

Ba lnnc~  - Docorribor 3 1, 1907 
Balnncu - Jnnuory 3 1, lU88 
Bnlnnco - Fobrur~ry 28, 19'38 
Balance - March 31, 1990 
Bdanco - Apr~l 30, 1998 
&olanco - May 3 1, 1998 
Balance - June 30,1998 
Baiance - July 31, 1998 
Balanco - Augusl31, 1998 
Balance - Soplernber 30, 1998 
Balance - October 31, 1998 
Balance - Novomber 30,1998 
Balanco - Decornher 31, 1998 

Thirteen hlonlh Tola1 

Thirteen Monlh Avorayo 



NarthWoslarn Public Service 
Basis lor hliocalion d Undislribuled Expense 
Twelvo Month8 Endin0 December 31, 1998 - 'Tuol Poriod Details 
Faclors Bnsod on Aclunl 1998 Data 

Schedule No, 10  
Page 1 of 1 

Line 

1 Cuslornors 
2 Value 
3 Perconlnge ol Tolal 
4 
5 Gross Reveric~es B 
6 Value 
7 Percentago ol Total 
8 
9 D~rocl Exponsos, Less Fuel and Gas C 

10 Value 
11 Percentage of Total 
12 
13 Dirccl Payroli Char(ied lo Conslruclior~, D 
14 Optmiions orid Maintenance 
15 Ve!tie 
16 PerconlaGo of Total 

/ 

17 
18 Composile 014 Faclarn (B, C,  D & F) E 
19 Value 
20 Percentage of Total 
2 1 
22 Nel Plant in Sorvico I F 
23 Value 
24 Porconta~e ol Total 
25 
26 Not Rovonuo G 
27 Value 
28 Percenta~o of Tolal 
29 
30 Payroll Char~ocl lo Conslruction H 
31 Valuo 
32 Porconlnuo ol Tolal 
33 
34 OBM Exponsos, Loss Gas B Prod. I 
35 Value 
36 Porconla~o of roti l l  

- . . . G a s  Only 
Factor No. .- - Eleclrlc Gas Total ----- Nebraska S. Dakota Tolal 

(b) (4 (d ( 0 )  (1) (9) (h) 



N~~lhWostsrr! Public Service Schedvle No. 11 
Baols for Allocallon of Undislribuled Expense P a ~ b  1 of 1 

Twelve Months Ending December 31, 1998 - Base Perlod Delaile 
Faclors Based on Actual 1997 Dala 

Llno --*- Gas Only--- 
No. Basis_ _o_!F_aClo_~ - Eloclria Total Nebraska S. Dakota Tolal Factor N o L  ---Gas--- ------ 

(a) (b) ( 4  (dl (0) (I) (Q) (h) 

1 Customers 
2 Value 
3 Percentage ol Tolal 

5 Gross Revenues 
6 Value 
7 Percenlage ol Total 

9 Direcl Expenses, Less Fuel and Gas C 
10 Value $1 1,494,550 $5,127,602 $16,622,152 $2,308,693 $2,818,909 $5,127,602 
11 Percmlage of Total 69.15% 30.0!5% 100.00% 45.02% 54.98% 100.00% 
12 
13 Direcl Payroll Charged lo Conslruclion, D 
14  ~ ~ e r a l ~ o n s  and ~r&tenance 
!5 Value 
16 Percentage 01 Tolal 
17 
18 Composile of 4 Faclors (B, C, D & F) E 
19 Value 257.00% 1113.00% 400.00% 163.1 5% 236.85% 400.00% 
20 Percentage of Total 64.0OY0 36.00% 1 CX3 0070 41.00% 59.00% 1 M.00% 
a 1 
22 Not Plant in Service 
23 Value 
24 Porconlage of Tolal 
25 
20 Net Revenue G 
27 Value $ 6 2 , ~  65,a4l $20,m3,283 $83,049,124 
28 Percentage of Total 74.85% 25.15% 100 00% 
29 El 
30 Payroll Charged to Conslruclion 
31 Value 
32 Percentage of Tolal 
33 
34 O&M Expenses, Less Gas & Prod. 
35 Value 
36 Percenlage of Tolal 





NorthWoslorn Public Service 
Closs Cosl cl S o ~ l c o  Sludy 
lncomo Slnlarnenl-Roquirod Roles 
Soulh Dekola Qas 
Tesl Yeor Endod Docombor 31, 1998 

tine 
No. - noscrlption -- 

( a )  

1 Rovonuos: 
2 Gas solos and lransporialion rovonuos (non.gas cost) 
3 Olhor rovonuos 
4 
5 Tolal Rovonuos 
6 
7 Expenses: 
8 Oporalions 8 mninlononco exponsoe 
9 Depreclolion 8 amorliznlion axponso 

10 Taxes olhor lhon incomo lnxos 
11 MGP removal cosl 
12 Ralo case oxpunso 
13 
14 Tolal Expensor 
15 
16 Oporaling Incow Boloro Incorno Taxos 
17 
18 Fodttrol ond S!elo Iricorno Tnxos 
19 
20 No! Oporolln~ lncomo 
21 

1 
22 
23 Rule Bese 
24 
25 
26 Return on Rnlo Base 
27 

1 

Relurn on Equily 

Fod3rel owl SIalo Elloclivo Tax Ralo 

Capllel M !os  
Long4errn deb1 
Proferred slocA 8 securiliee 
C o m n  dock equily 

Weighled Cosl ol Capilal 
Locg-lorrn deb1 
Prolorred slock 8 socurthas 
Corrmn block equ~ly 

Schodulo No. 12 
Page 2 0137 

Cn!culatod 13,817,374 8,858,610 2,686,001 2,374.763 

Po. 0, Ln. 29 363,202 135,570 64,656 163,071 

Pg. 34, Ln. 47 5,688,153 5,616,344 924,929 944,880 
Pg. 35, Ln. 29 1,610,790 975,073 342,594 299,123 
Pg. 36, Ln. 20 977,019 589,232 207,020 180.758 

Po. 36, Ln. 38 1,310,392 790,288 277,669 242,435 
Pg. 33, Ln. 38 50,Oo 32,568 8,541 - 8,891 



Schodulo No. 12 
Page 3 01 37 NorthWoutorn Public S o ~ i c o  

Class Cost of Sowice Sludy 
lncomo Slalemont-Presonl Ralos 
Soulh Dakola Gat 
Tesl Year Ended December 31,1998 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3 1 
32 
33 
34 
35 
36 
37 
38 
39 
40 
4 1 

Revenues: 
Gas solos and lransporlation revenues (non-gas cosl) 
Olhor rovenues 

Tolal Revenues 

Pg. 10, Ln. 16 11,011,783 7,570,923 2,191,588 2,049,272 

Pg. 10, Ln. 213 363,297 135,571) 64,656 - 163.071 

12,175,080 7.708,4~3 2,256,244 2,212,343 

Expenses 
Operations B maintenance expenses 
Doprocialion 8 anmrtizalion expenso 
Taxos other lhan Income taxes 
MGP removal cosl 
Rale caso expense 

Po. 34, Ln. 47 
Pg. 35, Ln. 29 
Pg. 36, Ln. 29 
Po. 36, in. 38 
Pg. 33, Ln. 38 

Tolol Exponses 

Oporallng lncorne Belore lncorne Taxes 

Foderal and Slalo Incom Taxes 

NOI Oporabn~ ~ncorno / 

Rate Base Pg. 15, Ln. 40 

nolurn on Roto Beso 

I 

Rolurn on Eqully 

Fedoral and Stale Elloclive f ax  Rate 

Capital Rallos 
Long4orm dobl 
Prolorrod slock & gocunlios 
C m o n  stock equity 

We~gh:ed Cosl c l  Captlal 
Long-lorm dobl 
Proferrod slock 8 secuntles 
Cornrnon slock oqu~ly 



NorihWoslorn Public Sew~cu Schodulo h ! ~ .  1 :! 
Class Cosl o l  Sowice Sludy Po00 4 01 37 
Cuslomrtr Chargo 
South Dakoln Gas 
Teal Year Endod December 31, 1998 

Line 
No. - Descrlpllon 

(8) 

Cuslorner Rale Base 

Gas plant in sowico 
Accumulalod reserve lor doprociol~on 
Working cap~lal 
Accumulaled dolerrod Income laxos 

Tolal Cuslornor Ralo Base 

Rale o l  Rolurn on Ralo Base i 

Relurn on Ralo Base 

Fedoral and Slale Income Taxes 

17 Rale Case Expense 
18 
19 Dislnbulion Opor. 8 Mainl. Expenses 
20 
21 C u s l o r ~ r  Accounls Expenses 
22 

I 

23 Cuslorner Sewice 8 Inlormalion Expenses 
24 
25 Adrnin~slralive B General Expenses 
26 
27 Deprocialion Expense 
28 
29 Tcues Oihr Than 1nc~:m Te.xos 
30 
31 MGP Rornoval Cosl 
32 
33 
34 C~~slomer Chargo Rovoni~o Roqulromonl 
35 
39 Number 01 Annual Bills 
37 
38 
39 Monthly Cuslomor Charge Requirement 

PQ. 16, Ln. 5 
Pg,. 16, Ln. 6 
Pg. 16. Ln. 7 
Po. 16. Ln. 8 

Pg 16, Ln. 10 

Sch. 8.2, Ln. 7 

Sch. 7, Ln. 22 

Pg. 33, Ln. 34 

PQ. 28, Ln. 13 

Po. 28, Ln. 13 

Pg. 30, Ln. 6 

Po. 34, Ln. 35 

Pg. 35, Ln. 25 

Pa. 36, Ln. 25 

Po. 36, Ln. 34 

PQ. 7, Ln. 1 I l m s  12 



NorihWosiorn Pubi~c Service 
Class Ccs! ol S~ i \~ i co  Sludy 
Claosillcatlon Ro l lo~  
Ssulh Dakota Gan 
Tosl Yoar Endod Docombor 3 1, 1990 

Llno 
No. - -- Dosc*tion 

( 0 )  

1 CUSTOMER CLASSIFIER 
2 Roll0 C-1 
3 
4 DEMAND CLASSIFIER 
5 Rnlio C-2 
8 
7 COMMODITY CLASSIFIER 
8 Rniio C-3 
9 

10 DlSTRlRUTlON MAINS CLASSIFIER 
1 1  Aoilo C.4 
12 
13 CQMPOSITE MAINSISERVICES ClASSlFlER 
14 Account 378 C-4 
16 Account 380 C-1 
18 
17 Tolols 
18 
10 Rallo C-5 
20 
21 PAYROLL CLASSIFIER 
22 Tolal Poyroll Costs oihor lhan A 8 G 
23 Cuslomer I 

24 Dornand 
25 Corwnodtly 
26 
27 Totals 
28 
23 Ralio C-O 
30 
31 DISTRIBUTION PLANT CLWSSIFIER 
32 Told Disliiuuon Plant in Service 
33 Ct!alornor 
34 Demnd 
35 CcmmOdlly 
38 
37 To!e;s 
38 
39 R~IIo C-7 

Schodulo No. 12 
Pago 5 0137 

Rallo C-2 
1 . 0 0 m  0.00000M)O 1.00000000 0.00000000 

Rallo C.3 
1.00000000 0.00000000 0 00000000 1.00000000 

Rallo C-4 

Rallo C-5 

Ralio C-8 

Rallo C-7 



NorlhWoalorn Public Somico Schodulo No 12 
Clneo Coul 01 S o ~ l c o  Slucly P a ~ o  G of 37 
Claeulllcnllon Rnlioa 
Sou(li Dtikola Qus 
Tosl Yoar Endod Docomor 31, 1908 

Llno Clesalllcnllon 
No. --- DoecrlpNon Ralk, N?i~r;ber.- 

(8) (b) 

COMPOSITE LABOWPLANT CLASSIFIER 
Lnbor Rolnlad Adrnln. & Qenornl Cosls 
Custornor 
Dornand 
Cornniod~ly 

Tolals 

Planl Rolalod Admin. 8 Gonoral Costs 
Cuslomor 
Domsnd 
C o m d i l y  

Tolals 

Total of Lahr and Planl Relatad Cosls 

Ralio C-0 

17 
18 Ralio C-8 
19 
20 DISTRIBUTION OPERATIONS CUjSSIFIER1 flalro C-9 
21 Tolal Dislr~bulions Oparalions Expsnse, Loss SBE 
22 Cuslorner 
23 Dornand 
24 Cornmod~ty 
25 
26 Totals 
27 
28 Ratio C-9 I 

29 
30 DISTRIBUTION MAINTENP.IVGE CL4SSIFIER Ralio C-10 
31 To:al Cislr~bullcns Maintontrrke Exponso, Loss ShE 
32 Cusiwner 
33 Demnd 
34 Commodlly 
35 
38 Tolale 
37 
38 Ratio C-10 



No~lhWoslorn Public Sorvlco 
C l a ~  Cosl of S u ~ l c e  Sludy 
Allocallon Rnlios 
Soulh Daltola Gas 
Tosl Year Ended December 31, 1998 

No. - Doscrlpllon 
(a) 

1 CUSTOMERS 
2 Rallo A-1 

PEAK DAY MMBTU THROUGI IPUT.FEB 1, 1998 
Ralio A-2 

WEATHER NORMALIZED MMDTU TtIROUGI1PUT 
n w o  ~4 

METERS 
Ralro A-4 

REGULATORS 
Ralio A-5 

SERVICES 
Ralio A-6 

CUSTOMER ACCOUNTS 
Rolio A-7 

RESIDENTIAL REVENUE 
Ra1i0 A-8 

SMALL COMMERCIAL REVENUE 
Ralro A-9 

LARGE COMMERCIAL & INDUSTRIAL REVENUE 
Rallo A- 10 

CUSTOMER DISTRIBUTI(PN PLANT 
Ralio A- 1 1 

DELfAF:D DISTRIBUTION PLANT 
R a l i ~  A- 1 2 

COMMODITY DlSTRlDUTlON PLANT 
Rdli0 A.13 

Schedule No. 12 
Page 7 01 37 

A l lm l lo r~  Smnll Large 
R ~ l i o  Numbcr ------ To ld  Rosidonlln~- Commercial Commercial 

(b) (c) ( 4  (0) (1) 

Ralio A. l 

Ratio A-2 

Ralio A-3 

Ratio A-4 

Ralio A-5 

Rollo A 4  

Ralio A-7 

Ralio A-8 

Rallo A 4  

Ral10 A-10 

Ral~o A-1 1 

Ralio A-12 

Ralio A-13 



NorlhWosforn Publ~c S e ~ i c o  
Chs3 Cod 01 SCJN~CO Study 
Nlocalion Ral!oo 
Soulh Dnkola Gas 
Tosl Year Ended Docombor 31, 1 W8  

1 CUSTOMER COMPOSITE MAINS/SERVICES PLANT 
2 Ralio A-14 
3 
4 DEMAND COMPOSITE MAINSISERVICES PLANT 
5 Ralio A-15 
6 
7 COMMODITY COMPOSITE MAlNSlSERVlCES PLANT 
8 Raho A.16 
9 

10 CUSTOMER PAYROLL COSTS 
I I Ralio A-17 
12 
13 DEMAND PAYROLL COSTS 
14 Ratio A-18 
15 
16 COMMODITY PAYROLL COSTS 
17 Ralio A-19 
18 
19 CUSTOMER COMPOSITE LABOWPLANT A & G 
20 Ralio A-20 
2 1 

1 
22 DEMAND COMPOSITE LABOWPLANT A B G 
23 Ralio A-21 
24 
25 COMMODITY COMPOSITE LABOWPLANT A & G 
26 Ral~o A-22 
27 
28 CUSTOMER COMPOSITE DISTRI~UTION OPER. 
29 Ratio A-23 
30 
31 DEMAND COMPOSITE DI~~HIBUTION OPER. 
32 Ral~o A-24 
33 
34 COMMODITY COMPOSITE DISTRIBUTION OPER. 
35 RaUo A-25 
36 
37 CUSTOMER COMPOSITE DISTRIBUTION MAINT. 
38 Ralio A-26 
39 
40 DEMAND COMPOSITE DISTRIBUTION MAINT. 
41 Ratio A-27 
42 
43 COMMODITY COMPOSITE DISTRIBUTION MAlNT 
44 Ralto A.28 

Schodulo No. 12 
Pago 8 0137 

Allocation Small Large 
Ralio Nurnbor - Tolsl Rosldonllal Cormrc ia l  -- -- Comn~orclal 

(b) (4 ( 4  (1) 

Ratio A-14 

Ralio A-15 

Rnlio A-lO 

Ral~o A-17 

Ratio A-18 

Ralio A-19 

Ralio A-20 

Ralio A-21 

Ratio A-22 

Ralio A-23 

Ratio A-24 

Ratio A-25 

Ralio A-26 

Rallo A-27 

Ralio A.20 



NorlhWoslorn Publlc Sewlce 
Cldss Cost 01 SON~CO Study 
Operotlng Revenues-Proposed Rates 
Soulh Dakota Gas 
Tcsl Year Endod December 31, 1998 

Schodulo No. 12 
Pa00 9 01 37 

1 GAS SERVICE REVENUES (NON-GAS COST) 480-481 
2 489 
3 Normalized lhorms 
4 
5 Times averago rate per lherm 
6 
7 Non-customor chargo revenues 
8 
9 

10 Annual bdls 
11 
12 T~rnes averago rnonlhly cuslomer charge 
13 
14 Cuslomsr char09 revenues 
15 
16 Total Gas Service Revenues 
17 
18 
19 OTHERREVENUES 
20 
21 Late payment fees 487 C-3 A 4  
22 
23 M~scellaneous service revonues 488 C-3 A-3 
24 
25 Transporlalion revenues (conlracts w ~ l h  deviation) 409 C-3 A-3 
26 
27 Other cas revenues 495 C-3 A-3 
28 I 

29 Tolal Other Revenues 
30 
31 a 

32 TOTAL REVENUES 



Uno Accounl Clnsslllcslion Alla‘allon Tolol Smell Large 

No. Descriplion Basis Commercial S o ~ l c o  Arsa Rosldonllal N o . .  Basic- ----- Cornrnerclnl -- 
(a) (b) ('3 (dl (8) (I) (0) (h) 

1 GAS SERVICE REVENUES (NON-GAS COST) 460-481 
2 
3 Normellzed lherms 
4 
5 Tlmos avernoo ralo per thorm 
6 
7 Noncustornor chargo revenues 
8 
9 

10 Annual bills 
I 1  
12 T~mes avorngo monlhly cuslorner chargo 
13 
14 Cuslomer chargo revenuos 
15 
18 Tolal Gas S e ~ l c o  Rovenuos 
17 
18 
19 OTHER REVENUES 
20 / 
21 Lalo paymonl loeo 487 
22 
23 h!iscollanoous scjwica rovenuos 4e8 
24 
25 Trnnsporlol~on rcvonues (conlracls with devlalion) 469 
26 
27 Olhor gas rovenuos 
28 
29 Tolal Othor Rovenuos 
30 . 
31 
32 TOTAL REVENUES 
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NorthWoslorn Publlc Sow~co Schodulo No. 12 
closo Cosl ol Sorvico Sludy Page 12 0137 
Rolo Baso Calculollon 
Soulh Dnhola Gas 
Tosl Yoar Endod Docombor 31. 1998 

OAS PLANT IN SERVICE 

Dlslribullon Plnnl 

SON~COIJ 
Cu8lomor 
Donland 
Commdily 

Motors 
Cuslomor 
Domnd 
Comnod~ly 

Malor lnslallallons 
Cuslomor 
Domnd 
Commdily 

Rogulalors 
Cuslomor 
Donund 
Cornrnod~ly 

Totnls 

Rogulnlor inslallalions 
Cuslonior 
Damand 
C 0 m r ~ l I . j  

Tolais 

40 Producllon land and land rluhls 
41 Cuetornor 
42 Denand 
43 Comnwdrly 
44 
45 Tolole 

i ' 

r 



NorltiWoslorn Publlc SONICO Schodule No. 12 
Class Coal ol Seivicu Study Pago 13 0137 
Halo Base Calculailon 
South Dakoln Gas 
Tosl Yoor Endod Docomber 31. 1998 

Lmo Accounl Clai;dlka!lon Allocalion TOM Small Large 
No. Doscripllon -- NO. Bnsis Sosis Sowice Area R e s i d o n l L  --- -- - -- --- Comnmrclal - C o r n m o r d L  

(a) (b) ( 4  (dl ( 0 )  (1) (a) (h) 

1 GAS PLANT IN SEfiVlCE 
2 
3 Dislribution Planl 
4 
5 Production strucluros and improvomonls 305 
6 Cuslomor 0 0 0 0 
7 Demand A-2 263,049 134,575 72,230 58,274 
8 Commod~ly 0 O- 0 -- 0 
9 

10 Totals C-2 - 263,049 - 134,575 72,200 58,274 
I I 
12 Producl~on LPG oqulpm~nt arld olhor oqutpmonl 31 11320 
13 Cuslomor 0 0 0 0 
14 Demand A-2 1,507,283 771,124 4 13,707 322,452 
15 Commod~ly 0 0 
16 

0 0 -- 
17 Totals C.2 1,507,283 771,124 - 41 3,707 322,452 18 
l f l  Total Dlslribulion Planl 
20 Cuslomer 15,206,117 11,598,133 2,038,505 1,569.479 
21 Cornand 20,267,022 10,368,575 5,562,735 4,335,712 
22 Commodity 2,49* 830,122 - 443,602 1,118,817 
23 
24 Tolala - 37,965,880 22,898,830 9,044,842 7,024,008 26 
25 Qanorat and InlanoOlo Plant, Plus Conslr. In Service 388.399 
27 Cuslomor 30 1-303 A.1 I 5,238,242 3,993,829 701,961 
28 Domnd 

540.452 
I A-12 1,915,534 1,483,007 6,978,970 3,570,428 

29 Corn~nod~ty A013 - 858,309 320,288 152,755 385,264 
30 
31 Totr?ls e 

32 
33 Total Gas Plant In Sorvtco 
34 Customr 
35 Domnd 

39 Toialo 



NorthWoslern Puhllc S o ~ l c o  
Class Coal ol Ser~ ico  Sludy 
Ralo Baso Calculat~on 

Schedulo Nc. 12 
Pogo 14 01 37 

Soulh Dokcla Gas 
Tosl Yonr Ended Docombor 3 1. 1998 

1 ACCUMUIATED RESERVE FOR DEPRECIATION 
2 
3 Dlrocl Soulh Dakola Gas Plant 304-387 
4 Cuslornar 
5 D o m n d  
6 Commod~ly 
7 
0 Totals C-7 (14,215,894) (8,573,503) (3,012,318) 
9 

(2,630,075) 

10 Common Planl 389-399 
1 1  Cuslomor 301 -303 A-1 1 (429,148) (327,323) (57,531) (44,294) 
12 Dornand A.12 (57 1,977) (292,622) (1 56,932) (1 22.363) 
13 Comrnod~ly A-13 0 - 3 ! , 2 5 1 1  -__@15191 .-__ W575) 
I4  
15 Tolols C-7 - (1,07 1,470) &!.!&sl -_-- - (227.042) - --(!9822) 
16 
17 Told Accurnulalod R o s o ~ o  lor Deproclalion 
18 Cuslomor (6,122,836) (4,070,135) (820,830) (631,971) 
19 Domand (8,160,774) (4.1 75,038) (2,239,906) (1,745,830) 
20 Comnmllly 

i -- (1 ,W3,654) (374,526) ( I  78,622) (450,W) 
21 

Tolals 

WORKING CAPITAL 

Malerials and eupplios 
Cunlomor 
Donwnd 
Cornmd~ly 

Sloro~o gas and luol 
Cuslornar 
Demand 
Commodity 



NorlhWoslorn Public Sowico 
Class COSI of Sowice Sludy 
Ralo Baso Coiculal~on 
Soulh Dakola Gas 
Tesl Year Endod Docombor 31, 1998 

Accounl Class~ficallon Allocallon To#lal Small Large Llno 
No. Doscriplion Bosls -- Basis - Commercial S o ~ l c a  Area - Rnsidenlial Commercial 

-- 
(a) (b) (c) (a (9) !I) (el (h) 

1 LVORKINQ CAPITAL 
2 
3 Tolal Working Copilal 
4 Cuslomer 318,373 242,832 42,681 32,860 

5 Demand 1,349,612 690.459 370,431 288.722 

6 Comrnodrly 52,187 19,474 - 9,288 23,425 

7 
8 Tolals 1,720,172 952,765 422,400 345,007 

9 I 

10 UNAMORTIZED RATE CASE EXPENSE 
11  
12 Unomorllzod Ralo Caso Expense 
13 Cuslomer A-20 78,170 58,532 10,104 6,534 

14 Demand A-21 28,502 13,558 7,274 5.870 

15 Comnodlly A-22 22,328 8,332 3,974 10,022 
16 
17 Tolals C-8 - 125,OOC'. 81,422 - 21,352 22*228 

18 
18 ACCUMULATED DEFERRED INCOME TAXES 
20 
21 Aaumuielod Dofarrod income Taxes, iTC 253,282 
22 Cuslomor 180 A-1 1 (248,385) (190,213) (33,432) (25.740) 

23 D~mond A-12 (332,388) (170,048) (91,231) (71,107) 

24 Commod~ly A-13 (40,878) (1 5,255) (7,275) (1 8,349) 

25 
28 Toloie C-7 
27 i 

28 
20 TOTAL RATE BASE 
30 Cuslomor 
31 Demand 
32 Comrnod~ly 
33 
34 Tolols 



IATE BASE SUMMARY 

:uslomer Rale Base 

ins Planl in Service 
rccumulaled Reservo for Dopreclalion 
Vorklng Capilnl I Unamortized Rale Coso Expenso 
kcumulalod Delorred lncomo Taxos 

Tolal 

3emand Rale Base 

Gos Pianl in Service 
Accurnulalod Reserve lor Daprecisllon 
Workltq Capilel I Unamofiized Rale Case Expense 
Accumulated Doferred Income Taxos 

Commodily Rale Base 

Gns Plar.1 in Service 
Accumulnled Resorve lor Doprocialion 
Workitq Cap~lal I Unarnorlized Role Case Expenso 
Accumuislod Delerred Income Taxes 

Tolal . 
Tolal Rnlo Bose 

Gas Planl In Service 
Accumulaled Resowe lor Depreciation 
Working Cap~lal I Unamortized Ralo Caso Exponso 
,-laled Delorred l ncom Taxes 

Tolal 



NorihWes!ern Public Se~iC0 
Class Cosl of Sorvico Study 

Schedulo No. 12 
Pogo 17 01 37 

Exponsos 
Soulh Dakota Gas 
Tosl Year Ended Decomber 31, 1998 

Line 
No. -. . . . - ---- 

1 OPERATIONS & MAINTENANCE EXPENSES 
2 
3 Gas Produclion Operalions 
A 

5 supervision and engineering-labor 
6 Customer 
7 Demand 
8 Cornmod~ly 
9 

10 Totals 
1 1  
12 Supervision and ong~noering-olher 
13 Cuslorner 
14 Demand 
15 Cornrnod~ly 
16 
17 Totals 
18 
19 M~scellaneous, fuel and LP gas exponse-labor 
20 Customer 
21 Demnd 
22 Commodily 
23 
24 Tolala 
25 
26 Miscsllaneous, fuel and LP gas expenso-other 
27 Customer 
28 Domend 
29 Commod~ly 
30 a 

31 Totals 
32 
33 Gas Producl~on Malnlenanco 
34 
35 Supowism and onynoor~np.labor 
36 C u s t m r  
37 Doincrtd 
38 Commod~ly 
39 
40 Tolnb 
41 
42 Supdrviaion and engineorinp-other 
43 Cuatorwr 
44 D e d  
45 CornmcSily 
46 
47 Totals 



NorthWofilorn Public S o ~ l c o  
Claos Cosl of Sowico Study 
Exponwo 
Soulh Dakola Gas 
Tasl Yoar Endod Docombor 31, 1998 

1 OPERATIONS & MAINTENANCE EXPENSES 
2 
3 Qan Produclion Mainlonanco 
4 
5 Slrucluros and producllon oquipmon\.lebor 741i742 
6 Cuslomr 
7 Dornand 
8 Comrnodily 
9 

10 Tolals 
11 
12 Slruclures and produclion oquipnlonl olhor 741042 
13 Cuslomr 
14 Dornand 
15 Cornmod~ly I 
16 I 

17 Tolals C-2 

18 
19 Tolal Producllon ExpQnSOQ 
20 Cuslomer 
21 Domand 
22 Commodlly 
23 
24 Tolals 
25 
26 
27 
28 
29 
30 Dslr~bullon Operalion Expejsas 
3 1 
32 Supow~s~on and onginoorin0-labor 
33 Cuslonwr 
34 DomrfJ 
35 Commodlly 
36 
37 Tolals 
38 
39 Bupaw~rion and ong~noor~ng-other 870 
4 0  Cuslorrur 
41 Doma! 
42 Comfnod~ly 
43 
44  Tothls '2.9 

Schululo No. 12 
Pago 18 0137 



NorthWoslorn Public Sorvlca 
Cloos Cost 01 Sorvico Study 

Schodule NJ. 12 
Pogo 19 01 37 

Exponsos 
Soulh Dekotn Gas 
Tosl Yoar Endod Docombor 81, 1898 

L~no Accounl Classillcollon Mlilocnllon Tolol Small Largo 
Daels Basis Sow~co Aroa Resldenlial -- Commercial _ . o_o!J_crP!!?!? ..-~k- -- - Commercial 

No - .- 
(a) (b) (c) (dl (0) (1) (0) (h) 

1 OPERATIONS 8. MAINTENANCE EXPENSES 
2 
3 D~elr~bulion Operalions Exponsou 
4 
6 Dislr~bulion load d~spalching-labor 
0 Cuslomor 
7 Domnd 
8 Commod~ty 
9 

10 Tolnle 
1 1  
12 Dislrlbullon lond d~spalching-olher 
13 Cuslomor 
14 Dornond 
15 Commd~ly 
10 
17 Tolnls 
18 
I 8 Cornprossor sla. lobor ond expenses-labor 
20 Customer 
21 Denund 
22 Cumrnod~ly 
23 
24 Tolnle 
25 
26 Coqroesor sls, lobor and oxponsos-olhitr 
27 Cualorner 
28 Domand 
29 Commod~ly 
30 . 
31 Tolnls 
32 
33 Compressor slal~or~ luol ond puwur 
34 Cuslomcr 
35 Domnnd 
35 C o m l l y  
37 
38 Tolala 
38 
40 Maina nnd eorvicoe oxponsoo-labor 
41 Cuatcnwr 
42 Domad 
43 Commodlly 
4 4  
45 Totals 



NoflhWoslam Fubl~c Sorvice Schodulo No. 12 

Class Conl ol S o ~ l c o  Study Page 23 0137 

Exponsoa 
Souih Dakoln Gas 
1361 Yoor Endod Docombor 31, 1898 

Accounl Class~hcalion Allxalion Tolal Small Large 

. . 
No. Basis ansis D!?scr@!? -- - - -  Commercial Commerc~al Solvice Area Rasidenlial 

(a) (b) (c) (dl (8) (0 (9) (h) 

OPERATIONS 8 MAINTENANCE EXPENSES 

Dislr~bulion Oporolions Expanses 

Maine and se~ icos  oxponsos-olher 874 
Cuslomor A-14 
Domand A-1 5 
Commodity A-1 6 

Tolals C-5 

Meas. and rog. slalion exp.(gen)-labor 875 
Cuslomer 
Demand 
Commodily A-3 

Tolels C-3 

Meas. and reg. slal~on exp.(gen)-olher 
Customer 
Domand 
ComMdily 

Tolals 

Meas. and reg. slation exp.(indust)-laba 
Cuslomer 
Demand 
Commodity 

Tolals . 
Meas. and reg slat~on exp (1ndus1)-olh~r 876 
Cuslomer 
Domand 
C~mmod~ly A-3 

Tolals 

Meas. and reg. station oxp.(c gale)-labor 077 
W!mr 
Dadmend 
-1ty 



NorlhWonlorn Public Sowico 
Claoo Coal ol Sowico Sludy 

Schdulo No. 12 
Pogo 2 1 0137 

Exponvoe 
Soulti Dakola Gns 
Tosl Yonr Endod Docombor 31, 1998 

I OPERATIONS & hlAlNTENANCE EXPENSES 
2 
3 Ditlr~bulion Oporulions Exponsos 
4 
5 hfooe, odd roo, olnllon oxp (c onlo)-olhor 
O Cualomr 
7 Dsmnnd 
8 Commodily 
9 

10 Tolola 
1 1  
12 Molor and houao rooulalor oxpanboo-labor 
13 Cuslomor 
14 Dor~xnd 
15 Comnloc!ily 
10 
17 Tolaln 
18 
18 Molar and homo rogulalor oxponsos.olhor 
20 Cuslonmr 
21 Domend 
22 Corrunod~ty 
23 
24 Tolala 
25 
26 Cuslonw lnslnllalions expensas-labor 
27 Cuslomor 
28 Demand 
29 Ccmmod~ly 
30 
31 Tolels * 

32 
33 Cuslomer ~nslallnlions oxpensos.olhor 
34 Cuslomer 
35 Dornand 
3 3  Cammd~ly 
37 
38 Totals 
39 
40 Olher orponsos-labor 
41 Cuslomer 
42 Laemad 
43 C o m t y  
44 
45 Tolalrr 



NorthWoslorn Public Sorvico 
Class Cosl 01 Sorvlco Study 
Expensoa 
Soulh Dakoln Gas 
Tost Year Ended Docornbar 31, 1098 

Llno 
.No_ 

1 
2 
3 
4 
5 
8 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
28 
27 
28 
29 
30 
5 i 
32 
33 
34 
35 
36 
3 7 
38 
39 
40 
41 
42 
43 
44 

Schodule No. 12 
POQO n 01 37 

OPERATIONS 8 MAINTENANCE EXPENSES 

Dislribulion Oporalions Expenses 

Olhor erpansas-olbor 
Cuslorner 
Dornand 
Cornrnod~ly 

Tolals 

Ronls 
Cuslomor 
D o m n d  
Cornmod~ly 

Tolals 

Tolal Dislr~bul~on Operal~ons Expenses 
Cuslorner 
Dernand 
Comi id i l y  

Tolals 

Dislribulion Mainlonanco Elpenses 

Supervision and engineering-labor 
Cuslomer 
Demand 
c o m m l l y  

Tolals 

Suprvislon and eqmorino-olhar 
Cuslomr 
Demand 
r.kmCd11y 



~oflhWoslorn Public ~ o N I C ~  
Schuuio No. 12 

Clnss Cost ol SON~CO Study 
Page 23 of 37 

Erperlsoa 
Soulh Dnkola Gas 
Tool Yoor Endod Docembor 31, 1990 

1 OPEHATIONS B MAINTENANCE EXPENSES 
2 
3 D~slr~bulion Mainlonanco Exponsos 
1 
5 Slrucluros nnd irnprovornonls-labor 
6 Cuslcmor 
7 Domend 
8 Cornmod~ly 
(I 

10 Tolels 
I 1  
12 Slrucluree and irnprovomonls-olhor 
13 Cunlomor 
14 Domrd  
15 Cornrnod~ly 
16 
17 Tolals 
18 
19 Malns4abor 
20 Cuslornor 
21 Demand 
22 C o m l l y  
23 
24 Tolels 
25 
26 Mdrwlhcr  
27 Cuslomor 
28 Donwd 
29 Comrodrty 
30 
31 Tolels 
32 
33 Comproswr elalion oqu~prnonl~labor 
34 Cuatomar 
35 Demand 
38 Conmd~ty 
37 
38 Tolnlo 
38 
40 Compras~r slal~on oquipmonl-olhor 
41 Cuolomor 
42 'Ihmrmnd 
43 COmmDdil~ 
44 
45 Tohls 



NorlhWoelorn Pub110 Sowlce 
Claeo Cosl ol Sowlco Sludy 
Exponsoe 
Soulh Dakola Gas 
TESI Yoar Endod Docombor 31, 1998 

1 OPERATIONS B MAINTENANCE EXPENSES 
2 
3 Dtslrtbulton Mamtenanco Exponses 
4 
5 Moau. and roo slalton oqulp @on)-labor 
0 Cuelornor 
7 Domand 
8 Commodtly 
€I 

10 Tolalo 
11 
12 Moos, and IOU, slallon oqulp.(gen)-olher 
13 Cualomor 
14 Demand 
15 Commod~ly 
16 
17 Tot018 
18 
19 Moas and roo slol~on 0x11 (1ndus1)-labor 
20 Cuslomor 
21 Dernnnd 
22 Commod~ly 
23 
24 Tolals 
25 
26 Mean. and rog. slalion oxp.(rnduet)-other 
27 Cunlomor 
28 Domad 
29 Commod~ty 
30 
31 Totals e 

32 
33 Moas, and roo slatton oxp (c 0810)-labor 
34 Cuelomor 
35 Denund 
36 Cornrwdlty 
37 
38 Tolale 
39 
40 Moos, and roo stat~on oxp (c golo)-olhor 
41 C u ~ l m r  
42 Domond 
43 C o n ~ ~ d t l y  , 8 

44 
15 Tolals 



NorlhWeelorn Public S o ~ l c o  Schedule No. 12 
Class Coel of S o ~ l c o  SIudy P a ~ e  25 0137 
Exponsos 
South Dakota Gas 
Toel Yoar Ended December 31, 1998 

Line Accounl Classillcallon N!oca~ion Tolal Small Large 
No. Descrlpllo~~ - No. Basis Bcsis S o ~ l c o  Area - -  Rosidontlnl - - - -  Commurclnl ~on&rcial --- . .- --- 

(a) (b) ( 4  (d) ( 4  (I) (0) (h) 

I OPERATIONS & MAINTENANCE EXPENSES 
2 
3 D~str~butlon Ma~nlonanco Expenses 
4 
5 Sewicos~labor 892 
6 Cuslomer A 4  31,159 25,735 3,781 1,643 
7 Demand 0 0 0 0 
8 Commodity - 0 0 0 0 
9 

10 Totals C. 1 31,16e 25,735 3,781 1,643 -- 
1 I 
12 S O N ~ C ~ S - O I ~ O ~  892 
13 Customer A-0 9,856 8,223 1,208 625 
14 Demand 0 0 0 0 
15 Commodlly - 0 - 0 0 0 
16 
17 Tolals C- 1 -- 9,058- 8,223 1,208 525 
1 a 
19 Meters and house regulalors-labor 893 
20 Customer , 

A-4 74,015 49,798 10,974 13,243 
21 Demand 0 0 0 0 
22 Commod~ly 0 0 0 0 
23 
24 Totals C-1 74,015 49,798 10,974 13.243 
25 
26 Motors and house regulalors-olher 893 
27 Cuslomer I A-4 10,421 7,011 1,545 1.865 
28 Domand 0 0 0 0 
29 Commod~ty 0 0 0 0 
30 
31 Totals 

Cudlornor 
Demand 
Commodily 

Other equipmont-olher 
Cualomr 
Gemand 
Comrodily 

Tolals 



NorlhiVoslorn Publ~c Sorvlco Schodulo No. 12 

Clasa Coal ol Sorvico Sludy Page 28 0137 
Exponaoo 
Soulh flakola Oos 
Tosl Yoar Endod Docombor 31, 1998 

1 OPERATIONS 8 MAINTENANCE EXPENSES 

4 
5 Tolol D~slr~bullon Mumtonunco Exponson 
8 Cuolornor 
7 Domand 
8 Commodily 
9 

10 Tolalo 
I 1  
12 Tolol Dislr~bulion 0. 6 M. Exponnoe 
13 Customor 
14 Dornoml 
15 Commod~ly 
18 
17 Tolnls 
18 
19 
20 
2 1 
22 
23 Cuslomr Accounls Expenses 
24 
25 SU~ON~S~O~- lob01  90 1 
28 Cu~loriwr A-7 172,822 148,605 21.538 4.679 

27 Demand 0 0 0 0 

20 Commod~ly 0 0 0 0 -- 
29 

C- 1 172,822 - 21 538 4.879 30 Tolalo 148,605 - -  - _  -_-- 
3 1 , 
32 S ~ p ~ ~ i s i ~ f l - ~ l h ~ r  901 
33 Customer A.7 (18,765) (15.916) (2,339) (508) 
34 Donund 0 0 0 0 

35 Cornrnod~ty 0 0 0 - - A  3 - - 
30 
37 Tolals C.1 . __L!_e ,E)  - _- -- Il3e_l!!l _- - _C2tX?Y --- - - -- (508) C 

'2: 
2 % 
8 1 



Nor\hWsrIern I'ublla Scmlco Schedulo Nc 12 
Cloos Coal id 8orvlco Sludy P a ~ e  27 0137 
Erprioos 
South Dakolo Oos 
Toat Yonr Endod Doconabor 31, 1008 

L~no 
No. --..- 

1 OPEHATION3 8 hlAlNTENANCE EXPENSES 

0 Cu8Ior1~r A-7 220,907 195,108 28,683 0 228 
7 Donu\nd 0 0 0 0 
6 Commodily 0 0 0 0 
0 

----- ---- ---------- ---- . .. 
10 Tolale C- 1 
I1 

- 2 2 8 N  - _ r e s , ! E  -s,a_!E . _q,2_ZL!. 

12 Moler rooding orponsos~olhor 002 
13 Cuslomr A.7 29.495 25,021 3,878 7 08 
14 Domnd 0 0 0 0 
15 Commodily 
1R 

0 0 0 0 - 

Cuslomor rocords 6 colluctlon oxp -labor 
Cuslomar 
Domiind 
Commodlly 

Tolala 

Cuslonmr rocords L colloclion oxp-olhor 
Customor 
Demand 
Commodity 

Uncollecltblo accounts 
Cuslonwr 
Dernaorl 
Commodity 

M~sc customor accounls owponsos~labor 
Cuatomor 
Domand 
Commdily 

Totals 



NorlhWoslorn Public Sorvico 
Closs Cost ol Sorvico Sludy 
Expon~eo 
Soulti Dakoln Gaa 
Tonl Yoar Endnd Docornbor 3 1, 1998 

Schodulo 1'40, 12 
Pogo 28 01 37 

I OPERATIONS L MAINTENANCE EXPENSES 
2 
3 Cuslornor Accounls Exponsos 
4 
5 Mmc, cuslornor accounls oxponsos-othor 
0 Cuslomor 
7 Domnnd 
8 Co~nmodtly 
9 
10 l-olals 
11 . . 
12 Tolnl Cualonmr Accounls Exponsos 
13 Cuslomor 
14 Domand 
15 Commod~ly 

22 
23 Cuslomor Sorv~co 8 Inlormallon Exl~onsos 
24 
25 Supowision labor 
26 Cuslornor 
27 Domand 
28 C~rnrridi iy 
29 
30 Tolalo 

S u p o ~ l ~ i ~ n . ~ l h ~ r  
Cuslomor 
Oomand 
Commodlly 



NorthWoslorn Publlc SoNiCo Schodulo No 12 

Clasa Cost 01 Sonrim SludY P a ~ o  29 ol 37 

Eaponaoo 
Soulh Dakota Gas 
Tosl Yoar Ended DBcorrber 31, 1898 

,bcourll Clnssl'iication Altocallon Tolal Smell L n r ~ o  Llno 
No. Doscriptlon No. Basls Basis Sonrice Aroa R o ~ I d e I  C o m r c l n l  Commercial -- ----- - -  

(a) (b) (a (dl (0) (1) (0) (h) 

1 OPERATIONS & MAINTENANCE EXPENSES 
2 
3 Cuslon~er SONICO & lnlorrnnl~on Exponses 
4 
5 Cuslomer assislnnce oxponso-olhor 
6 Cuslomor 
7 Domnnd 
8 Commod~ly 
9 

10 Tolols 
11 
12 Inform. & inslr. advorlising exp.-labor 
13 Cuslorner 
14 Oemnd 
15 Commodity 
16 
17 Tolals 
18 
19 Inlorm. B Inslr. advorlislng exp.-other 
20 Cunlorner 
21 Demand 
22 Cornmod~ly 
23 
24 Tolals 
25 
26 tAisc. customer s o ~ i c o  & inform.-labor 
27 Cuslonwr 
28 Demand 
29 Commod~ly 
30 
31 Tolnlo 
32 
33 Mioc. curlomor s o ~ l c o  h lnlorm.-olhor 
?A Cuelornor 
35 Domnd 
38 Commod~ly 
37 
38 Tolalo 



NorthWoalern Public Sowlco 
Class Cosl 01 Scwico Study 
Exponeos 
Soulh Dakoln Gas 
Tosl Yonr Endod Docombor 31, 1990 

1 OPERATIONS & MAINTENANCE EXPENSES 
L 

3 Customor Sorvlco 8 lnlormallon Expanses 
4 
5 Told Cuslomor Sorv~ca 8 lnlormallon Exp 
6 Cuslornor 
7 Demand 
8 Commod~ly 
9 

10 Totals 
11 
12 
13 
14 
15 
16 Sslos Exponsos 
17 
18 Supe~islon~labor 
10 Cuslomer 
20 Domand 
2 1 Cornmcl!ly 
22 
23 Tolols 

Dwmnsirelrng and solling-labor 
Cua ton~r  
Damand 
C o m l i y  

38 
30 Demnsirattng and soll~ng~olhor 
40 Cul%lomol 
41 D ~ ~ ~ r d  
42 Cpmmod~ly 
43 
44 Tolals 

A!!ocallon T o l d  Small Largo 
afials Sowlco Aien Rosldonlhl Commorclal Cornmorclai 
(4 (el (1) (8) (h) 

Schodulo No. 12 
PGOO 30 01 37 



NorlhWostorn Public SorviCO Schedule No. 12 

Class Coal ol Survlco Sludy Pego 31 0137 

Exponsoe 
Soulti Dakota Gas 
Tost Yoar Endod Docombor 31, 1990 

Account Classlllcnllon Nlocnlion Told Small Largo Llno 
Descrlpllon Daels Sorvlca Atao Resldentlal -- No. Raols- ------ 7 

Commorclal Commorclal No.- - -  
('4 (0 )  ( 4  (4 (I) (0) (h) ( 4  

1 OPERATIONS B MAINTENANCE EXPENSES 
2 

9 
10 Tolals 
11 
12 Advertising-olhor 
13 Cuslorar 
14 Demnnd 
15 Commodity 
16 
17 Tolels 
18 
19 Misc. sales expense4abor 
20 Cuslomer 
21 Demand 
22 Comrnod~ty 
23 
24 Tolals 
25 
26 M~ac. anloa oxpnso-othar 

Domand 
C o m d i l y  

Tolals 

Tola! Salno Expnsos 
Cuslornor 
Oorrsnd 
Commodity 



NorlhWoolorn Public Sonlce Schodule No. 12 
ciaso Cocl (11 Somlce Sludy Page 32 0137 

Exponsoo 
Soulh Dakola Qno 
Tosl Yeor Endud Documl~or 31, 1998 

Llno Account Claeslllcc?llon Nlocalion Tolnl S m l l  L fir00 
No. - No, _. -. ~ ~ ! P ! _ o L ~ ~ ~ -  -- Baals --- @rts,l~, Service Aroa Rooldsnllal Cornmrclnl C o m r c l a l  

(8) (b) ( 4  (d) (4 (1) (9) (h) 

1 OPERATIONS h MAINTENANCE EXPENSES 
2 
3 Admlnlolrnllvo and Ooneral Exponoos 
4 
5 Admlnlelrollvo and ~onornl ~alarlos 920 
0 Cuslorrwr A-17 liG1,688 433,440 72,992 45,158 
7 Domand A-18 69,940 35,784 19,198 14,964 
8 Conmd~ly  A-19 177,602 66,308 31,824 79,760 
9 

10 Told6 C-8 788,228 535,532 123,814 139,880 
11 
12 Olllco supplloe and orponeoe 92 1 
13 Cu8lornor A-17 362,925 205,168 48,026 29,711 
14 Dom&~nd A-18 48,022 23,544 12,632 9.846 
15 COI-MWII~ A-19 118,815 43,628 20,808 52,479 
18 
i 7  Tolnla C-6 525,882 352,360 81,488 92,038 
18 
10 Admlnlslrnllvo oxponeos Iranslorrodhbor 922 
20 Cu8lomr A-17 0 0 0 0 
21 Demnd A-10 0 0 0 0 
22 Comniod~ly A-19 0 0 0 0 
23 
24 Tolels C-6 0 -- 0 0 --- 0 
25 
26 Adrmni8lralivo cxponsos Iranslorrod-other 922 
27 Cuslomer A017 (522,019) (410,205) (69,079) (42.735) 
28 Demnd A-18 ( w l  MI (33,866) (18,169) (14,161) 
29 Commod~ly Ad19 (100,167) (82,754) (29,929) (75,484) 
30 
31 Tolala C-0 - (766,382) (W,025) (1 17,177) (132,380) 
32 
33 Outokls sorvicos omployod 823 
34 C u s l ~ r ~ r  A-20 138,210 108,608 18,467 11,942 
35 Demncf A.2 1 411,438 24,781 13,295 10,383 
38 C o ~ : l y  A42 - 40,809 1 5 , G  7,283 10,318 
37 
58 Tolelo C-8 220,486 148,010 39,026 40,623 

C 
33 
40 Wo&nwn's cowponsalion lneuronco 924 
41 Cuelornor A-17 0 0 0 0 
42 Domend A.18 0 0 0 0 
43 c o m l l y  0 0 0 A-19 - . - - -  O -- --- 
44 
45 Tolals C-6 0 0 ---.-- --- 0 0 -- 



Schodulo No 12 
Pnuo 33 01 37 NorlhWoslorr: Public Sowico 

Clam Cosl ol Sowice SlUdy 
Exponsee 
South Dakota Gas 
Test Year Endod Docomber 31,1898 

Account 

1 OPERATIONS 8 MAINTENANCE EXPENSES 
2 
3 Adrninlstratlvo and Qonoral Exponses 
4 
5 Proporly lnauranco 
8 Cuslorner 
7 Domnnd 
6 Commod~ly 
8 

10 Tolale 
1 1  
12 Injuries and doma~os 
13 Customer 
14 Domand 
16 Commodily 
16 
17 Totals 
18 
18 Employee pensions and bnol~ls-labor 
20 Customer 
21 Domand 
22 Comrnodily 
23 
24 Totals 
25 
28 Employee penslons and bonol~ts-other 
27 Customer 
28 Demand 
28 Commod~ty 
30 
31 Totals 
32 
33 Re~ulalory commission oxpensos 
34 customsr 
35 Domand 
36 Commodity 
37 
38 Totals 
38 
40 MieceUrimous gonoral oxponesshbor 
41 Customer 
42 Dsmend 
43 Commod~ty 
44 
45 Totals 





NorthWaslorn Public SON~CO %h~d.,iu NO. 12 

Class Cosl ol S u ~ ~ c o  Sludy P e w  35 0137 

Exponsos 
Soulh Dnkolo Gag 
Toel Yonr Endod Docombtir 31, 1898 

1 DEPRECIATION & AMORTIZATION EXPENSE 
2 
3 Dislr~bulion and Produclion Phn l  
4 Cuelornor 
5 Durnnnd 
6 Con~rnod~ly 
7 
8 Totals 
9 

10 Gonoral Planl 
1 I Cuslonwr 
12 Dornand 
13 Commodrly 
14 
15 TolCiki 

Expenso 



NorlhWoelurn Publlc S O N ~ O  Schodule No. 12 
Clans Cost ol Sonko S l ~ d y  Pago 37 ol 37 
Erpenson 
Soulh Dakoin Gun 
Tesl Yonr Endod Ducornbor 31, 1903 

Accou~il Claaslflcalion Allocollon Total Small L a r ~ e  Llno 
No. . I ? ! ! _ _ -  ____ __. 

Bade Basis Sorvico Area Rosldonll~l Commercial Commercial 
(a) ('4 ( 4  (4 (0) (1) (Q) (h) 

1 PAYROLL COSTS OTHER THAN ADMIN, B GENERAL 

3 Dns Producllon Exponnos 
4 Cuelornor 
5 Domand 

9 
10 Dlnliibulion Oporallorrs b Mnlr~lonarrcu 
1 I Cuslornor 
12 Dornnnd 
13 Commodlly 
14 
15 Tolala 
16 
17 Cuslomer Awun ls  Exponsos 
18 Cualomer 
19 Demond 
20 C o m l l y  
21 
22 Tolola 
23 
24 Cuslomer Sorvlco b Inlormollon Exponsoe 

Cuslomor 
Domand 
Comrnod~ly 

Tolals 

Tolals 
37 
38 Tolal Payroll Coals 





Sou$! Dakota Public Utilities Commission 

For the Period of May 27,1999 through June 2,1999 

if you need 3 complete copy of a filing faxed, overnight expressed, or mailed to you, pkase contact 
Welaine Kolbo within five business days of this filing. 

Phone: 605-773-3705 Fax: 605-773-3809 

CONSUMER COMPWI 
e - 

CT99-085 In the Matter ~i the CompSaimf filed by Nancy Manning and Ellizabeb! Frederick, 
Rapid City, South Dakota, against U S WEST Communications, ins. and 
WWcLeodUSA Te l lecammuni~a~o~~~  Sewices, Inc. Regarding the inability to 
Provide Sewice 

On May 27, 1999, the Commission received a complaint from Nancy Manning and Elizabeth I 
Frederick, Rapid Cily, South Dakota, against U S West Communications. Inc. and McLeodUSA 
Telecommunications Services, Inc. regarding the inability to provide service. The complainants are 
asking for immediate phone service, reimbursement for expenses, reimbursement for loss of 
bssicess, an independent contractor allowed to enter kJShfC, and an explanation concerning 
discriminatory treatment. 

Consumer Affairs: Leni Healy 
Legal Intern: Jeff Koerselman 
Dale Filed: 05/27/99 

C 

ELECTRIC 

EL99411 In the Matter of the Filing'by 'RAonhnkDakota Utilities Co. for Approval of Revised 
Power Purchase Tariffs Rates 9 5 9 6  and 93 

AppIicaition by Montana-Dakota Utilities Ccmpany to revise power purchase rate schedules 95. 96 
and 97 in compliance with the Commission's Order in Docket F-3365 which dictated annual review 
and if necessary, revision of these rates based on updated information. The rates filed apply to the 
purchase of power from cogeneration or small power production facilities of customers. 
No customers are currently sewed by these rates in South Dakota. 

I Staff Analyst: Dave Jacobson 
Staff Attorney: Camron Hoseck 

I Date Filed: Q6/Q? 199 
Intervention Deadline: RIA 



GAS AND ELECTRIC 

GE99404 In the Rer of the Filing by Northwestern Public Service for Approval of Revised 
Customer Information Handbook 

On June I. 1999. Northwestern Public Seiyice filed a docket requesting review and approval 
pursuant to Administrahe Rule 20:10:16:02 for their new Customer Handback. 

Staft Analyst: Michele Farris 
Staff Attomy: Karen Cremer 
Date Fi?ed: 06/01199 
Intervention Date: 061 1 8199 

NATURAL GAS 

n the Matter of the Application of N o ~ w e s t e r n  Public Service for Authority to 
ncrease Rates for Natural Gas Serwice 

On June 1,1999, the Commission received an applicauon from Northwestern Pubtic Service, a 
division of Northwestern Corporation, for an increase in rates for natural gas service in South Dakota. 
7he Company has requested that the proposed increase of S2.108.112 or approximatejy 6.3% 
become effective July 1, 1999. 

Staff Analyst: Bob Knadle 
Sbff Attorney: Karen Cremer 
Date Filed: 06101199 
Intervention Deadline: To be determined by Commission Order 

'. 
You may receive this listing and other PUC publi&ations via our website or via internet e-mail. 

You may subscribe or unsubscribe to the PUC mailing lists at http:llwww.state.sd.udpud 



IN THE MAITEW OF THE APPLICATION OF ) ORDER OF ASSESSMENT 
NQRTk1\Fb'ESBEWN PUBLIC SERVICE FOR 1 OF FILING FEE, NOTlCE QF 
AUTWQR13Y TO INCREASE WTES FOR OPPORTUNITY TO 

YUWL GAS SERVICE 1 INTERVENE, AND 
B SUSPENSION OF 
1 IMPOSITION OF TARIFF 
I NG99-802 

C)n Jwi !  1, 1999, Northwestern Public Service, a division of Northwestern Corporation 
(MFS), filed with the Pubk  Utilities Commission (Commission) an application to increase natural 
gas rates in South Dakota. The application seeks an overall increase in rates in the amount of 
$2,108,112 or approximately 6%. The Compsny requested a change in rates to become effective 
for billings after July 1, 1999. 

SDCL 49-1A--8 authorizes the Commission to require a deposit of up to one hundred 
thcursand dollars (,$100,000) in the South Dakota Public Utilities Comrrrission's (SDPUC) regulatov 
assessment fee fmd to defray Commission expenses incident to analyzing and ruling upon this type 
of filing. -me Commission has jurisdidion in this matter pursuant to SDCL Chapters 1-26, 49-1A, 
4 9 - 3 4  and ARSD 20:1Q:01:15.Q2 and 20:10:01:15.03. 

At its regularly schcfduld meeting of June 22, 1999, the Commission considered this matter. 
The Commission found !hat pursuant to SDCL 49-1A-8, NWPS shall be assessed a filing fee as 
requested by the executive director up to the statuto~j limii of $100,000. The Commission further 
established an intervention deadline of July 22, "199. Pursuant to SDCL 49-31-14, the Commission 
suspended the operation of the schedule of rates proposed by NWPS for 90 days beyond July 1, 
1999. It is therefore 

ORDERED, that NWPS shall deposit a filing fee, to be established by the executive director, 
in the SDPUC regulatory assessment fee fund and it shall deposit any additional amounts 2s 
requested by the executive director, not to exceed the statutory limit; it is further 

ORDERED, that any individuai or eniiiy may file with the Commission its petition to intewene 
no later than July 22, 1999; and it is further 

ORDERED, $!at the proposed schedule of rates shall be suspended for 90 days beyond July 
1, 1 999, pursuant to SDCL 49-MA-1 4. 

d Dated at Pierre, South Dakota, this $5 day of June, 1999. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been servd today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first class mail, in property 

(OFFICIAL SEAL) 

EY ORDER OF THE COMMISSION: 
/7 

PAM N E W N ,  1 ~omrnissf3nei 
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stock closed Wednesday at dividends. When b 

of record earnings 2 5 ~ ,  down %. back mild winters c 
1 "It's a well-diversified com- Northwestern's natu 

By BIKE TRAUTMANN - pany," Cink says. "I think sales, the corporation 
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that will give it access to 60 F&. 17 in -urns, N.J. business sloganism that .dab: both  as an electrical and nat- same. Five years ago, execu- pingout at $1.2 billion 
percent of American homes 
with cable. 

The agreement reached late 
Tuesday between AT&T snd 
Comcast Corp. averts a bid- 
ding war for MediaOne 
Group Inc. It allows AT&T to 
complete its $54 billion acqui- 
sition of the Denver-based 
cable TV company. 

ATET plans to use cable 
systems to d~liver local and 
long-distance phone senice, 
high-speed Internet access 
andinteradive entertainment 
to millions ol U.S. homes. ' 

AT&T has been moving 

rapidly into the q b l e  busi- 
ness, buying No. 2 cable com- 
pany Tele- communication^ 
Inc. lad year and more recent- 
ly snapping up smaller cable 
syatems and signing alfilia- 
tion agreements with others. 

AT&T will exchange vari- 
ous csble systems with Com- 
c& in swaps that could resull 
in Corncast gaining an addi- 
tional 2 million subscribers 
and ATET receiving up to 
$9.2 billion. Most of the 
exchanges are contingent on 
ATET acquiring McdiaOne. 

slung at them and more than 
300 other shareholders at 
NorthWe%tern Corp's annual 
meeting Wednesday. 

But the rural Mitchell cou- 
ple h o w  what NorthWest- 
ern's success has meant to 
their corpoiate stock, and 
that alone is enough to make 
thein grin in pleased ielight. 

"This is our emergency and 
retirement money," Leona 
Klemb said after leaving the 
upbsat meeting. "I'm 77 and 
my husband is 78. I suppose 
we should be using that mon- 
ey right now, but we're not." 

ural-gas supplier into part- 
nerships in heating and 
plumbing, propane sales and 
voice and data comniunica- 
tion. 

The Sioux Falls-based cor- 
poration's stock has split 
twice since 1988, and corpo- 
rate officers confidently pre- 
d id  the stock price will dou- 
ble again within four years. 

In other words, if you're 
looking to buy stock, you 
might want to take a peek at 
Northwestern, says Jim 
Cink, an investment execu- 
tive with Piper Jaffrey of 

tives of the successful North- 
Western Public Service ener- 
gy company took a gamble, 
expanding into service indus- 
tries that complemented their 
own, Hylland said. 

They partnered with Blue 
Dot, a heating, cooling and 
plumbing business; Corner- 
Stone Propane, one of the 
largest retnil dealers in Amer- 
ica; and Expanets, whichpro- 
vides voice and data commu- 
nications. 

"Now we have unlimited 
growth potential," Hylland 
said. 

common-stock ec 
have climbed from 88 
share in 1992 to $1. 
year. 

That prosperity is 
off for stockholders : 
David Trulson of Siou 
Trulson first bought 
Westernstockin 1982 
watched the retun 
climbing. . 

"My stock is wor 
times as much," he sr 
one of the better st01 
had for all these year 
i f  I just would have 
more ... " 
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July 7, 1999 

Mary Franey 
223 W 4th 
Mitchell SD 5730'1 

Dear Ms. Franey: 

We received your letter on July 1, 1999, regarding N W P S '  proposed natural gas 
rate increase. N W S  filed for an increase on June 1, 1999. Our review will take 
several months, and a change in rates, if any, would not lake place before this fall. 
We will make your letter part of the permanent record we shall review before 
making any decision. We thank you for your willingness to have your thoughts 
included in the record. 

There were some issues raised in your letter, and I think some infomatioh 
regarding those issues may be helpful: 

I .  "Every year they c o m e  to you they need a new plant (or something) they 
get a raise - we pay for it but they own it -. . ." 

NWPS's last rate increase was in 1994. The rate increase before that 
occurred in 1986. We recently approved bill format changes to make the 
bilti~gs easier to understand, but those changes did not result in rate 
increases. They merely changed the format of your service was billing. 

The purchased gas adjustment (PGA), a line item on your bill, does change 
from time to time, but that only covers the cost of gas por',ion of the rate. 
Plants, salaries, pipe, insurance, office costs and any other non-gas 
expenses are not covered by the PGA. NWPS's rate increase request is 
for the non-gas costs. 

Utilities are private businesses providing a commodity, in this case natural 
gas, and service. Ratepayers do indeed pay for service provided by the 
utility without receiving any ov~nership of the utility. This is also true of 
almost all other businesses such as grocery stcres. Wal-Mart or 
McDonalds. Our concern is that what you are paying for that service is fair. 



2, "Please compare our rates. . . and you will find they are much higher than 
anyone else. . ." 

Below is a list of rates charged for natural gas service by the three largest 
investor-owned utilities operating in South Dakota. I have priced typical 
Febmarj usage of 158 therms. 

MidAmerican (Sioux Falls,YanMon) $70.16 
NWPS* $84.28 
MBU (East River system, Pierre) $97.85 
MDU (Black Hills system) $92.1 5 

"Rate level prior to any rate increase. 

It would be a coincidence if any two companies had identical rates. There 
are many reasons for compa~y-by-company differences. For instance, it's not 
surprising that Sioux Falls has the lowest rate as: 1) there are many customers 
in a small area, and 2) among those there are many large customers. Both (1) 
and (2) lead to lower average costs per customer. It is not surprising that Pie--e 
has the highest rate as there are relatively few customers and relatively few large 
users. 

Further, even though Pierre's rates are the highest, MDU is not getting rich 
from this higher rate. I would speculate they are earning less on the Pierre 
system thar, any of the others are companies are eaming as MDU's plant is quite 
new, the costs are therefore relatively high, and the customer base is still 
growing. As I stated before, there are many reasons why rates are not identical 
from company-to-campany. 

3. The newspaper adicle about Northwestern Corporation earning increased profits: 
L 

I 

The article spoke to Northwestern Corporation as a whole. The article also 
I 

mentioned deflated gas sales, which is an indication that earnings in the gas I 
business are not the cause for Northwestern's increased earnings overall. We, 
by law, cannot consider profits earned in any other business when reviewing 
natural gas rates. The natural gas business is separated from other businesses. 

I 
I From a legal and therefore a regulatory point-of-view, it must stand by itself. 
I 

Is this good or bad? When other businesses are doing well and natural 
gas isn't, people would like to have the natural gas rates subsidized by 
other businesses. But consider the alternative, because it would have to 
work both ways. Would you want your natural gas rates to subsidize other 

I businesses if the other businesses, which are not regulated, weren't doing 
well? There have been many instances where regulated utilities also had 



unregulated companies that lost money. If it did work that way, you 
could end up paying for those losses. You would have paid for failed 
decisions that in no way would ever have any chance of directly benefitting 
you. You would be assuming an open-ended risk. It would be unfair. 
Nonutility risks and rewards should be the business of the stockholders or 
owners, not the ratepayers or customers. 

We clearly understand that customers dislike paying rate increases. We dislike 
rate increases. A utility is not automatically allowed to increase rates to a level 
they would like. A utility must file specific, detailed data to support any rate 
increase request. That data is scrutinized, is often supplemented with more 
data, is thoroughly reviewed and challenged, and witnesses providing the 
calculations are subject to cross-examination based on reviews by other experts. 

We know the South Dakota economy. We understand how many people are 
challenged to pay their bills. Wz realize that utilities provide for very basic 
needs. We want those needs to be affordable. 

We appreciate the opportunity to explain the rate increase process. If you have 
additional questions or comment or want any clarification, feel free to contact us. 

c: ~askkkchoenfelder, Commissioner 



TOLITBES COMMISSIO 
QTA 

IN THE MAITEW OF THE APPLICATION OF ) ORDER FOR AND NOTICE 
NORTHWESTERN PUBLIC SERVICE FOR ) OF HEARING 
AUTH TO INCREASE WTES FOR ) 
NATU AS SERVICE NG99-QO2 

On June 1, 1999, Northwestern Public Service, a division of Northwestern 
Corporation (MWPS), filed with the Public Utilities Commission (Commission) an 
application to increase natural gas rates in South Dakota. The application seeks an 
overall increase in rates in the amount of $2,108,112 or approximately 6%. The Company 
requested a change in rates to become effective for billings after July 1, 1999. 

At its regularly scheduled meeting of June 22, 1999, the Commission found that 
pursuant to SDCL 49-lA-8, MWPS shall be assessed a filing fee as requested by the 
executive director up to the statutoy limit of $100,000. The Commission further 
esiablishecl sn internention deadline of July 22, 1999. Pursuant to SDCL 49-34/4-14, the 
Commission suspended the operation of the schedule of rates proposed by NWPS for 90 
days beyond July 1, 1999. The Commission has jurisdiction in this matter pursuant to 
SDCL Chapters 1-26 and 49-34A, specifically 1-26-1 7.1, 49-34A-4, 49-34A-6, 49-34A. 9, 
49-344-10, 49-348-1 7 , 49-34A-12, 49-34A-I 3, 49-34A-13.1, 49-34A-17, 49-34A-19, 49- 
34A-21, and ARSD 20: I 0:01 : I  5.02 and .03. 

The procedural schedule for testimony shall be as follows: 

DATE PROCEDURAL SCHEDULE 

September 24, 1999 Staff and Intervenors' Prefiled Testimony 
Due 

October 8, 1999 Rebuttal Testimony Due 

A hearing shall be held at 9:00 a.m., on Wednesday, October 20, 1999, and 
Thursday, October 21, 1999, in R,oom 41 2, State Capitol Building. 500 East Capitol, Pierre, 
South Dakota. The hearing is open to the public. All persons so testifying shall be subject 
to cross-examination. 

The i ss~e  at the hearing is whether the Commission shall grant NWPS' request to 
implement revised natural gas rate schedules designed to produce additional revenues 
of $2,108,112. 

The hearing shall be an adversary proceeding conducted pursuant to SDCL 
Chapter 1-26. All parties have the right to be present and to be represented by an 
attorney. These rights and other due process rights shall be forfeited if not exercised at 



the hearing. If you or your representative fail to appear at the time and place set for the 
hearing. the Final Decision will be based solely on the testimony and evidence provided. 
if any, during the hearing or a Final Decision may be issued by default pursuant to SDCL 
1-26-20. After the hearing the Commission will consider all evidence and testimony that 
was presented at the hearing. The Commission will then enter Findings of Fact. 
Condusions of Law, and a Final Decision regarding this matter. As a result of this hearing. 
the Commission shall determine whether it shall grant NWPS' request to implement 
revised rate schedules. The Commission's Final Decision may be appealed by the parties 
to the state Circuit Court and the state Supreme Court as provided by law. It is therefore 

ORDERED that the procedural schedule set forth above shall be followed by all 
parties to these proceedings. It is further 

ORDERED that the hearing shall commence at 9:00 a.m., on Wednesday, October 
20. 1999, in Room 41 2. State Capitol Building. 500 East Capitol. Pierre. South Dakota. and 
if necessary, shall continue through Thursday. October 21.1999. 

Pursuant to the Americans with Disabilities Act, this hearing is being held in a 
physically accessible location. Please mntact the Public Utilities Commission at 14300- 
332-1 782 at least 48 hours prior to the healing if you have special needs so arrangements 
can be made to accommodate you. 

Dated at Pierre, South Dakota, this , qa& day of August. 1999. 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 



CT BETWEEN REyi ! iF- j  
CHESAPEAKE REGULATORY CONSULTANTS, INC. 

I ' ' . - I f : ; )  

AND 61 c -  
I I 

+! 
This Contract is entered into this J!A day of August, 1999, between the South 

Dakota Public Utilities Commission (Commission) and Chesapeake Regulatory 
Consultants (Contractor), of I0025 Governor Warfield Parkway, Suite 301 -8, Columbia, 
Maryland 21 044-3330. The terms and conditions are as follows: 

4.  Scow of SeMces: Contractor agrees to provide consulting services to the Staff 
of the Comrnission in the following Commission Docket: NG99-002, In the Matter of the 
Application of Northwestern Public Service for Authority to Increase Rates for Natural Gas -- 
S e m i ~ .  

Contractor agrees to assist Staff in the preparation and presentation of testimony 
on behalf of Staff in the above-referenced docket including: at hearings before the 
Comrnission; in settlement proceedings; and in the preparation of motions and briefs 
before the Commission. Contractor through its witness or witnesses, Basil L. Copeland, 
Jr. and Robert G. Towers shall be responsible for: Review and analysis of Northwestern 
Public Service (NWPS) filings, preparation and receipt of data requests necessary to 
complete the analysis, preparation, filing and presentation of testimony and exhibits. 

Contractor shall also be prepared to respond at hearings and during briefing to 
intewenors' submissions, if any, which address the issues which are the responsibility of 
Contractor. Speufically, Contractor Witness Basil L. Copeland, Jr. shall prepare, file, and 
present testimony and exhibits related to: the appropriate costs of capital and capital 
structure. Contractor Witness Robert G. Towers shall prepare, file, and present testimony 
and exhibits addressing class cost of service study issues and rate design, income tax 
allowance, affiliate transactions and common cost allocations, system expansion sales and 
cost of service top sheets. Any witness of the Contractor sha!l provide general assistance 
on the filing when requested to do so by Commission Staff. 

The scope and tasks to be performed shall be consistent with Contractor's proposal , 

dated July 13, 1999, to Commission Staff as expanded herein. Contractor agrees to . :.' .: 
mordinate their filing with Staff and as directed by Staff, shall consult Staff on requests for 
NWPS data and other submissions or requests to NWPS or intervenors. Contractor 
agrees to complete all tasks and filings within time frames as determined by Commission 
Staff. 

It is understood and agreed that the role of Commission Staff, and in turn the role 
of the Contractor, shall be to advocate the public interest as Commission Staff views that 
public interest. 



2. Mamimum Reimbursement: The Commission agrees to reimburse the Contractor 
for satisfactory completion of Contractor's services in an amount not to exceed Forty-four 
thousand one hundred fifty-five dollars and no cents ( ,155.00). Services shall be paid 
fcr on the basis of time actually spent working on the case and for actual out-of-pocket 
costs at a rate consistent with Contractor's fee proposal to Commission Staff dated July 
43,1999 which is incorporated by reference into this document and attached as Exhibit A. 

!f the Contractor desires to increase the maximum reimbursement under this 
paragraph, Contractor must notify the South Dakota Public Utilities Commission Executive 
Director ir7 writing not less than thirty (30) days before monthly billings reach the maximum 
reimbursement. The Commission reserves the right to deny any request for an increase 
and may hold the Contractor to the maximum reimbursement in the original contract or 
amendment. 

3. Reimbursement: The Commission agrees to reimburse the Contractor upon 
satisfactory progre's's toward completion of the tasks outlined in Paragraph 1 of this 
Contract. Payment up to the amount specified in the Maximum Reimbursement paragraph 
herein shall be made in monthly installments and shall be based on the monthly financial 
reporf as described herein. A copy of the Contractor's hourly fee schedule is appended 
to this Contract, which is hereby incorporated herein and will remain effective throughout 
the term of this Contract. 

A monthly financial report shall be submitted by the Contractor which shall include 
the nature of the work performed, the hours worked by and charges for Contractor's out-of- 
pocket expenses. Receipts for such expenses shall be available to the Commission upon 
request. This information is for the express purpose of internal auditing by the 
Commission. When requesting payment, the time period or phase of service covered will 
be indicated on the face of the voucher. 

The Contractor may receive progress payments not more frequenily ihan rnonihiy. 
Progress payments shall be based on services rendered and no payment may be made 
in advance of services rendered. It is agreed that the Commission shall withhold ten 
percent of each progress payment until the satisfactory completion of the contract. 
Invoices for services rendered shall be sent to the South Dakota Public Utilities 
Commission, Finance Officer, State Capitol Building, 500 East Capitol Avenue, Pierre, 
South Dakota 57501, within ten (10) days of the calendar month billed. 

4. Consideration: The consideration to be paid the Contractor as provided herein 
shall be in compensation for all Contractor's services incurred in the performance hereof. 

5. Chanoe in Scow of Services: If the scope of services under this Contract is 
modified to require additional work not herein contemplated and such modification is 
approved by the parties herein prior to performance and a written amendment to this 



Contract is drawn identifying the approved changes, an authorization of additional funds 
will be made by the Commission and the maximum amount will be appropriately increased. 

6. jndem-e:  The Contractor agrees to indemnify, defend and hotd harmless the State, 
its officers, agents and employees b r n  m y  and all daims arad losses accruing or resulting 
to any and all contractors, subcontractors, material men, laborers and any other person, 
firm or corporation furnishing or supplying work, services, materials or supplies in 
connection with the performance of this Contract and from any and all ciaims and losses 
accruing or resulting to any person, firm or corporation who may be injured or damaged 
by the Contractor in the performance of this Contract. 

7. Independent Contractor: The Contractor and the agents of the Contractor in 
performance of this Contract shall act in an independent capacity and not as officers, 
employees or agents of the Commission. 

--- 
8. Contract Not AssicmZible: This Contract is not assignable by the Contractor, either 
in whole or in part, without the written consent of the Commission. 

9. Alteration and Oral Aereements: No alteration or variation of the terms of this 
Contract shall be valid unless made in writing and signed by the parties hereto. No oral 
understanding or agreement not incorporated herein may be binding on any of the parties 
hereto. 

10. Intergretation of ~nconsistencies: In the interpretation of this Contract, any 
inconsistencies between the terms hereof and the attachments shall be resolved in favor 
of the terms hereof. 

1%. Subcontmclts: Contractor shall submit any subcontracts which he proposes to enter 
into to the Commission for its prior written approval befgre the Contractor enters into the 
same. No work may be subcontracted without the prior approval of the Commission. Upon 
the termination of any subcontract, the Commission shall be notified immediately. 

12. Retention of Contractor's Rwods: The Contractor shall retain all records relating 
to direct expenses reimbursed to the Contractor hereunder and to hours of employment 
on this Contract by any employee of Contractor for which the Commission is billed. Such 
records shall be maintained for a period of three years after termination of this Contract 
and shail be available for inspection at any reasonable time by personnel authorized 
therefore by the State of South Dakota. 

13. Relationship of Commission Staff and Contractor: Commission Staff will be 
permitted to work side-by-side with Contractor's Staff to the extent and under conditions 
that may be directed by the Executive Director of the Commission. 



14. Contractor Responsible for Performance of Senrices: Contractor will not be 
permiited to utilize Commission personnel for the performance of services which are the 
responsibility of Contractor, unless such utilization is previously agreed to in writing by *We 
Executive Director and any appropriate adjustment in price is made. No charge w11 be 
made to Contractor for the services of Commission employees while perfariming 
coordinating or monitoring functions. 

15. Qisclosure and Confidentiality: The Contractor will not disclose data cr disseminate 
the contents of any final or preliminary report or testimony, in any form, in regaid to this 
Contract without express written consent of the Commission. Permission to disclose 
infxmation on one occasion shall not authorize Contractor to further disclose such 
information or disseminate the same on any other occasion. 

If requested by-the Cr~mmissisn, the Contractor shall require each of its employees 
or officers who will be invoxed in the performance of this Contract to agree to the above 
terms in a form to be approved by the Comrnission and shall supply the Commission with 
evidence thereof. 

Each subcontract shall contain provisions similar to the foregoing, related to the 
confidentiality of data and nondisclosure of the same. 

1 

16. Data is Property of the Commission: Data developed for this Contract shall become 
the property of the Commission. It shall not be disclosed without the permission of the 
Executive Director. Each final report submitted shall also become the property of the 
Commission and shall not be disclosed except in such manner and time as the Executive 
Director may direct. 

17. Amendment: The timing for the performance of the tasks and items contained herein, 
the total contract price, the date for completion of the Contract, as well as, all other terms 
not specifically accepted may only be altered by formal written amendment of this Contract. 

18. Waiver: No waiver of any breach of this Contract shall be held to be a waiver of any 
other or subsequent breach. All remedies afforded in this Contract shall be taken and 
construed as cumulative; that is, in addition to evenj other remedy provided therein or by 
law. The failure of the Comrnission to enforce, at any time, apy of the provisions of the 
Contract shall in no way be construed to be a waiver of such provisions, nor in any way 
affect the validity of this Contract or any part thereof, or the right of the Commission to 
hereinafter enforce each and every such provision. 

19. Time is Critical: Time is of the essence in this Contract. In the event Contractor 
shall fail to perform the agreements on its part to be performed at the time fixed for 
performance of such respective agreements 
extension, the Commission may, at its election, 

by the terms of this Contract or by any 
terminate the Contract. Such termination 



shall be in addition to and not in lieu d any other legal remedies provided by this Contract 
or by law. 

20. Breach of Contract: In the event of any breach of this Contract, the Commission 
may, without any prejudice to any of its other legal remedies, terminate this Contract in 
accordance with the provisions of the Termination paragraph of this Contract. 

21. Duration of Contract: Unless othewise specifically provided by the terms of this 
Contract or by amendment thereof, the duration of this Contract shall be one year from the 
contract date. 

22. Termination: The Commission may terminate this Contract, should Contractor fail 
to perform the covenants herein contained at the time and in the manner herein provided, 
upon five days witten notice to the Contractor. In such event, the Commission shall pay 
the Contractor only the reasonable value of the services theretofore rendered by the 
Contractor as may bG-agreed upon by the parties or determined by a court of law. In the 
event of such termination, the doiimission may proceed with the work in any manner 
deemed proper by the Commission. The-Commission's cost of securing substituted 
performance shall be deducted from any sum due the Contractor under this Contract, with 
the balance, if any, to be paid the Contractor upon demand. 

23. Payments lncluds A11 Taxes: Paymefits to be made to the Contractor, as specified 
herein, shall include all taxes of any description, federal, state and municipal assess ~d 
against the Contractor by reason of this Contract. 

24. Workers' Compensation Insurance: The Contractor hereby warrants that it carries 
workers' compensation insurance for all of its employees who will be engaged in the 
performance of this Contract and agrees to furnish to the Commission satisfactory 
evidence thereof at any time the Commission may request. 

25. South Dakota Law Csntrsllinq: It is expressly understood and agreed that this 
Contract shall be governed by the laws of the State of South Dakota, both as to 
interpretation and performance. Otherwise, as specified herein, no document or 
communicatjons passing between the parties hereto shall be deemed a part of this 
Contract. 

APPROVED AS TO FORM: 

-K/0/19A,g tkWN 
~ a & n  Cremer, Special Assistant Attorney General DATE 
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1N THE MATTER OF THE APPUCATlON OF ) PETITION TO UTEND 
NORTHWESTERN PUBLIC SERVICE FOR 1 SUSPENSllON OF 
AUTHORlM TO INCREASE RATES FOR 1 IRnPOSlTlON OF TARIFF 
NATURAL GAS SENICE 1 N699-002 

On June 1, 1999, Northwestern Public Service (NVJPS), filed with the Public Utilities 
Commissjon (Commission) an application lo increase natural gas rates in South Dakota. 
The application seeks an overall increase in rates in the amount of $2.108.1 12 or 
approximately 6.3%. The Company requested a change in rate to become effective for 
biilings after July 1, 1 999. On June 22, 1999. the Commission suspended the proposed 
schedule of rates for 90 d a s  beyond -- . July 1, 1999. 

Ths Commission, pursuant to SDCL 4934A-14, is authorized to further extend the 
suspension of the tariffs being imposed in this docket. 

The Staff of the Commission hereby Petitions the Commission for an extension of 
We suspWsion of the tariffs being imposed in this docket through December 1, 1999. As 
grounds for this Petition, Staff represents to the Commission that it is in the process of 
analyzing this filing, that it has not completed that work, and that the docket is scheduld 
for hearing on Odober 2021, 1999. Sufficient time is needed to prepare for the hearing. 

Dated this //th, day of September, 1999. 

South Dakota Public Utilities Commission 
500 East Capitol 
Pierre, SD 575501 
Telephone (605) 773-3201 



TiLlTPES COMM 
ATE OF SO 

SN THE MATTER OF THE APPLICATION OF 1 ORDER EXTENDING 
P4BRBHWWESTERN PUBLIC SERVICE FOR 1 SUSPENSION OF 
AUTMBR1W 80 INCREASE RATES FOR ) lMPOSlTBON OF TARIFF 
NATURAL GAS SERWlCE 1 NG99-QQ2 

On June 1, 1999, NorthWestern Public Service (NWPS), filed with the Public 
Utilities Commission (Commission) an application to increase natural gas rates in South 
Dakota. The application seeks an overall increase in rates in the amount of $2,1 O8,l 12 
or approximately 6.3%. The Company requested a change in rate to become effective for 
billings after July I ,  1999. On June 22, 1999, the Commission suspended the proposed 
schedule of rztes for 90 days beyond July 1, 1999. On September 7, 1999, Commission 
Staff filed a Petition with the Commission requesting that the suspension of the tariff be 
further extended throtrgh December 1, 1999. 

. . . 
The Commission has jurisdiction over !his matter pursuant to SDCL Chapters 1-26 

and 49-34 including 1-26-1 8, 1-26-1 9, 49-34A-2,49-34A-3,49-34A-4,49-34A-6, 49-34A- 
8,49-348-8- ,49-34A-10,49-34A-1 I ,  49-%,'I1 2,49-%A-13: 49-34A-I 3.1, 49-MA-1 4, 49- 
34/4-16, 49-MA-1 7 ,  49-348-1 9, 49-34A-19.1. 49-34A-19.2, 49-34A-20, 49-34A-21, 49- 
38-22, and 49-3414-23. 

At its September 8, 1999, meeting, the Commission considered this matter. NWPS 
stated that it did not objed to the extension. The Commission voted unanimously to grant 
the extension sought by Commission Staff. It is therefore 

ORDERED that the proposed schedule of rates shall be suspended through 
December 1, 1999, pursuant to SDCL 49-34A-14. 

& Dated at Pierre, South Dakota, this /4 day of September, 1999. 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this dock&, as listed on the dtcM service 
list, by facsimile nr by first c b s  mail. in p;opertV 

Date: rn 
(OFFICIAL SFAL) 

BY ORDER OF THE COMMISSION: 
/3 

PAM N- SON, ,' / Commispicner 



ON THE MATTER OF THE APPLICATION OF ) CERTIFICATE OF SERVICE 
ORTPOWWESVEWN PUBLIC SERVICE FQR ) 

AUTHOWBW 80 INCREASE RATES FOR ) MG99-002 
NATURAL GAS SERVICE - - .  1 

I hereby certify that copies of Testimony and Exhibits of David A. Jacobson, 
Testimony of Martin C. Bettman, Testimony and Exhibits of Michele M. Farris, Testimony 
and Exhibits of Keith A. Senger, Testimony and Exhibit of Basil L. Copeland Jr., and 
Testimony of Robert G. Towers were served on the following by mailing the same to them 
by United States Post Office First Class Mail, postage thereon prepaid, at the address 
shown below on this the 24th day of September, 1999. 

Mr. Russell C. Molstad, Jr. 
Coworate Attorney 
Northwestern Public sew%@ 
600 Market Street West 
Huron, SD 57350 

Mr. Thomas P. Hitchcock 
Executive Vice President 

._ 
--= Northwestern Energy Corporation 

33 Third Street S.E. 
H U ~ ,  SD 57350 

Staff Attorney 
South Dakota Public Utilities Commission 
500 East Capitol 
Pierre, SD 57501 



BEFORE THE 
PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH DAKOTA SEP 2 4 1999 

NorthWestern Public Service 
SOUTH DAKOTA PUBLIC 
UTILITIES COMWllSSlON 

Application to Increase Gas Rates in South Dakota -. 

Docket No. NG99-002 

Testimony of Robert G.  Towers 

---. ou Behalf of tbe Commission StaE 

2 . Blase  state your name, business address and occupation. 

3 A. Robert G. Towers. I am a public utility rate consultant and a principal in the firm 
4 Chesapeake Regulatory Consultants, Inc. My office is at 10025 Governor 
5 Warfield Parkway, Suite 30143, in Columbia, Maryland, 21044-3330. 

6 Q. h e s  the Appendix to this testimony describe your education and summarize 
7 your experience in public ut3ity replation? 

I , 8 A. Yes, it does. 

1 

! 9 Q Have you Plwmed previously befare the South Dakota Pnlbllia: Utilities 
10 Ccsmnmissicpm? 

I 

1 11 A. Yes. Since 1976 1 have testified on behalf of the Commission Staff in more than 
12 thirty rate cases involving each of the investor-owned grts distribution and electric 

I 13 utilities in the state and U.S. West and I have consdted with the Staff in 
14 comection with other proceedings. 

1 

. Have yon testif[Ta& in or otherwise been involved in proceedings concerning 
the rates oPNsrthWestem Public Service ("WS" or "the company")? 

17 A. Yes, although the utility was then -known as Northwestern Public Service 
18 Company ("NWPS"). I testified for the South Dakota Commission Staff in four 
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1 NWPS electric or gas rate cases - Docket Nos. F-3301 (1979)' F-3367 (19Sl), F- 
2 3420 (19841, and F-3498 (1984) and I assisted the Staff in its NWPS 
3 investigations related to the Tax Reform Act of 1986 and the ratemaking 
4 disposition of employer costs of retiree health care benefits. 

5 liili. Same of Assipsamerat and Overview of  NBS9 Rate F i h g  
1 - 

---\, 

6 Q. For what purpose was your firm r e t h e d  in this case? 

7 A. We were retained to address specific issues raised by the company's filing, to 
8 work with members of the Commission's South Dakota staff in pursuit of other 

9 issues and to prepare and present to the Commission summay accounting exhibits 

10 combining the results of all of these efiuits. Mr. Basil L. Copeland of our firm 
11 was designated to perform a cost of capital analysis and to present his 
12 recommendations on the issues of the appropriate capital s$uctme and rate of 
13 return for NPS' gas utility. 

14 I was designated to analyze and prepare testimony regarding the propriety of 
15 NPS' transactiom with its affliates, cost allocations reflected in the filing, the 
16 appropriate ratemaking allowance for income taxes and the allocation of gas utility 
17 system costs to various classes of customers. I was also asked to present the slunmary 
18 exhibits reflecting the Staffs determination of WPS' South Dakota gas utility revenue 
19 requirement. 

I 20 . Whst is the nature of NPS' rate f i h g  in this docket? 
1 

! 
I 21 A. The compny is proposing to increase its South Dakota gas service base rates in the 
I 
I 22 aggregate amount of $2.1 million based on weather normalized and adjusted 1998 sales. 
: 22 The increzse is described by NPS' President and CEO as a 6.26% adjustment to existing 
I 
1 7/41 rates established in a rate filing made in 1394. The need for an increase at this time is 
i 25 attributed to higher operating costs and the need to reflect the effects of the distribution 

I 26 system expansion that has taken place since 1994. 
I 

\ 
I 27 The proposed allocation of the rate increase among residential, small commercial 

I 28 and larger commercial and industrial customers is based on an allocation of costs to each 
I 
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1 class including a uniform m e  of return on rate base. 

A. 1% is correct bu?islading. W l e  it is true that, if adopted? the propored rates would 
innease customers7 bills by h e r a l l  6.26% these bills include a large component -- the 
cost of purchased gas -- that is adjusteh'independentlY an4 thus, is unrelated to the buse 
rrrfe increases &at are being considered in this case. A comparison of the present and 
pi-opsed base rate revenues shows that the company i?s\cekng a hefty 17.8% incmxse' 
in t&s component of customer bills to cover the non-gas cost changes that haye w c m d  
during the five year period since the last base rate filig. By comparison, the Consumer 
Price Index has risen by only about 12% over the same period2 

I 23 A. My disagreements with NPS concern three issues - its transactions with affiliates, the 
I Y A  
I 19 d'lowance which it Has claimed for Federal income taxes and the evidence it relies upon 
I 15 to support its proposed monthly customer senrice charges. 

I 

I 16 The issue of NPS' Qmansaetions with aEliates has a special importance in this 
i 
I 17 case because of the corporate restructuring md aggressive gro\yth into -mgulakd  

j 18 activities that has occurred since 1994. I am making two recommendations in this area: 
I 
L 

j 19 * First, I recommend that t\e company be required tc 'nstitute fimd p x e d m s  
I 20 to mck and account for time spent by employees of NPS7 parent company, the 

21 c o p n i e  service company and other affiliates on matters 'affecting and chargeable 
3 

I 22 to the utility, MS. The recent restx-ucturislg or" the corporation has made it 
i 
I 
i 

j Compare column (c), line 2 on pages 1 and 2 of Exlhibit-(TPH-2). ! 
I 

I The CPI - All Urban Consumers increased from 149.0 in August, 1994 to 167.1 in 
I August, 1989, the latest mod!  for which data are available. 147.11149.0 = 12.1 % increase. , 
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difficult and impossible in the time available in a rate case, to identify and to test 
the validity many of the charges incurred by NPS. I recommend a system of 
accountability based on rules promulgated by the Securities and Exchange 
Cornmission and used by many utilities having substantial transactions with 
corporate affiliates. 

 venue * Second, I recommend an adjustment to remove from the claimed r-. 
requirement a portion G f a e  payments made by NPS to its affiliate Northwestern 
Energy Company ("NECn) for &Spurchase of pipeline capacity from NEC's 
subsidiary, Nekota Resources ("Nekotzi"). My proposed adjustment recognizes 
that only a po~tion of the pipeline's capacity is daicated to NPS and that the 
claimed charges to NPS greatly exceed Nekota's costs. The adjustment, which is 
based on Nekota's actual investment in the transmission line, reduces NPS' 
claimed annual revenue requircnent by $470'2 10. 

As to the appropriate income tax allowaaace for NPS in this case, I recommend 
that the Federal income tax allowance calculated at the statutory rate of 35 percent as if 
NPS were a stand-alone taxpayer be reduced by a share of the income tax savings which 
have been accruing to the actual corporate taxpayer through the filing of a consolidated 
income tax return. The consolidated tax return is the vehicle by which the taxable 
losses of PJPS' affiliates have reduced the taxable income of other affiliates, including 
NPS, in each of the last three years. This adjustment reduces the claimed revenue 
requirement by $28 1,034. 

With respect to the class cost aliocation used for the purpose OF distributing the 
company's total revenue requirement among residential, small commercial md large 
commeicial/industria1 gas customers, I agree with the methodologies used by NPS. The 
methodologies are consistent generally with those reflected in the Staff's 
recommendations and recent settlement of MidAmericanis gas rate case in Docket No. 
NG98-011. Moreover, as in MidAmerican, while I disagree with the company's 
determination of costs to be collected through the fixed montl-d; sustomer charge, 1 find 
that the proposed charges do not exceed my determination of the relevant costs. I 
therefore recommended to Mr. Bettman that, subject to his tempering with other other 
rate design considerations, the proposed customer charges could be adopted. 

Have you prepared apa exhibit combhirag the revenue requirement 
rreccammenndatioHas of all Staff witnesses? 
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1 A. Yes. E x h i b i t ( R G T - I )  incoprates the sales adjustments recommended by Mr. 
2 Eettrnm, the incentive compensation, association dues and economic development 
3 adjustments proposed by Ms. Faris, the rental income and rate case expense adjustments 
4 sponsored by Mr. Senger. the cash working capital requirement and gas in storage rate 
5 base determinations made by Mr. Jacobson, and my pipeline capacity charge and incoine 
6 tax adjwtments.,It also reflects Mr Copeland's cost of capital recommendations. 
7 Schedule 1 of the exhim shows that, based on the 1998 test year, as proposed by the 
8 

-A,. 
company, Staffs recommendatlonsmdicate an annual revenue deficiency of $402,290. 

\ 

9 A rite increase of $402,290 represents an increasz of 1.20% in customer bills 
10 (corresponding to the company's proposed 6.26%) or, as I'prefer to view it, an increase of 
11 3.4% in the base rate revenue generated with NPS' existing rates. Mr. Bettman has 
12 developed tariff rates based on this determination. 

Q. What are the affiliate relationships of NPS and its parent company, Northwestern 

A. f i l i a t e  relationships caii illssi easily tie desciited by the corpriite organization 
chart provided by the company and reproduced in Exhibit-(RGT-2). Northwestern 
Public Service is a division of Northwestern Corporation. Other companies of particular 
interest are Northwestern Services Corporation and Northwestern Energy Corporation 
("PJEC"), both direct subsidiaries of Northwestern Corporation, and Nekota Resources, 
Inc., a subsidiary of NEC. 

As explained by Mr. Monaghan at page 4 of his testimony, NEC engages in non- 
regulated energy sales and marketing businesses; while Northwestern Services provides 
energy system services to residential and business customers over a seven-state region. 
And, as I mentioned earlier, Nekota sells pipeline capacity to NEC for resale to WPS. 

Q. What were the test year dransmaetions between NPS and its affaliates? 
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2 A. The following table summarizes the Company's 1998 affiliate expenses charged to South 
2 Dakota gas operations. 
3 1998 Charges Service 
4 Affiliate /So. Dakota - Gas) Provided 
5 Northwestern Service% $1,037,568 Management 
6 NorCom Advanced Technologiex 130,224 Management . 
7 Northwestern Energy --.- 192.684 Management 

1. 
8 Subtotal - Management $1;360,476 

-. 
\ 

9 NorthWestem Energy $ 576,000 Pipeline Capacity 
16) Total $1,936,476 

11 A profoma adjustment to South Dakota gas allocation factors reduced these amounts 
12 siightiy for the test year. More importiuitly, the rate filing reflects a dccrease of $1.1 
13 million (fiom $3.6 million to $2.5 million) in the management fee charged by 
14 Northwestern Services to NPS. South Dakota gas operations share of this decrease is 
15 $3 15,947. On a profonna basis, the rate filing includes $1,585,02 1 of affiliate charges to 
16 NPS, of which $1 ,009,02 1 represents fees for management services. 

17 Affiliate charges to the company's South Dakota gas operations are provided in 
18 Statement R of the rate filing package, supplemented by its responses to Staff's data 
18 requests. 

20 Q. y is it important BOP tbe Commission to scrutinize NPS' transacttms with 
21 affilhta in this case? 

22 A. Obviously, it is important to examine such transactions in any case, but it is especially 
23 important here because of the changes in the organization's corporate structwe that has 
24 occurred since the Commission last examined NPS' gas or electric rates. NPS' corporate 

I 

I 25 parent has acquired and greatly expanded new business lines in addition to its regulated 
I 26 gas and electric businesses and WPS' regulated business operations are substantially 
I 27 different fiom those of the former NWPS. NPS now "outsources" many of the 

28 management and personnel functions that were formerly provided internally although 

I 29 many of these services are provided by former employees of NWPS who are now 
I 3 0 employed by NPS' affiliates. 
I 

3 1 Outsourcing might result in lower costs and, thereby, be beneficial to N?S' utility 
3 2 customers. However, in several instances, NPS' functions are being outsourced to its 

6 

- - 
. . 
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umegdated affiliates and there has been no demonstration that many of thexl Icss-than- 
arm's length transactions are competitively priced. The same up11y:gulated affiliates 
pividmg services to NPS also provide services to other ~maegulnted filiates and 
unaffnliatd entities. 

5 In sum, &causethere can be no independent arm's Imgth relationship among 
6 ailiates, rhe Conmission sh&&txnain concerned that there be an appmpriate 
7 allocation of just and reasonable costs &knilces that are necessary aod prudent for 
8 BPS. Tiis concern applies equally to costs inc& on kMf of NPS' gas and electric 
9 

1 
customers. 

10 . 
reviewed. im d e t d  rpM of P 
if the costs claimed by NPS are P 

13 A I was able to make such a determination with respect to the purchase of pipelirie capacity 
14 h r n  WYS' affiliate Nekota through NEC because ahat transaction is s t r a i g h t f o d  and 
15 contractd. Analyzing the claimed charges for management services provided by 
I6 unregulated affiliates, however, proved to be more dificuEt. 

The Staff asked numerous questions attempting to ascertain the bases for and 
vdidity of fees for management services. We learned that the arrangements between the 
utility and the aEliates who provide "management services" are not governed by any 
formal agreement or contract; that the services thenwAves are not speci54ly identified; 
that &ere is no documentation for the allocation of common and joint costs among the 
participants; and ?hat, in most instances, the charges are not based on actual costs that are 
currently being incurred to render the service. Thus, we have no hard evidence upon 
which to conclude that the chimed level of management service fees is appropriate. 

Q a$ is the basis for your statement 8bat mraa~agement fees are m t  based on actual 
costs C P B B F ~ E U Q I ~ ~  incurred 40 render these services? 

A. We were informed that, at the beginning of each year, the affiliated management service 
companies establish an annual fee and allocation formulae that remain in effect during the 
entire year. With this procedure, NPS is billed a fixed monthly charge for management 
services regardless of the actual level of its requirements for any such services. 
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Obviously a fixed fke for services does not track the actual level of NPS' requirements for 
any such seni&s7cewhg-&e period. Moreover? one can have no confidence that it will 
recognize the service company'saWty to provide the service. This is a concern where, 
as with Northwestern Corpration at p&mt, the demands of other affiliates may uurp 
the i e ~ u r c ~  for which NPS is being charged. 'Also, because the management fce now 
purports to be based on the prior year's experience, it se-erns likely that the more rapid 
gmwtt of W S '  unregulated affiliates would lead to a continual underpricing of services 
to these aG!iates while services actually rendered to NPS would be overpriced. 

Fortuitously, in this czse, there is evidence suggesting h a t  the charges for management 
services have not been overpriced. I mentioned earlier that cine of the proforma 
adjustments to the 1998 test year was made to reflect a reduction in the management fee 
charged to NPS by Northwestern Sewices. The reduced fffee of $2.5 million to NPS as a 
whole is about $1.1 million lower than the actual 1998 fees and the corresponc'img costs 
incurred directly or indirectly by NWPS in the preceding two years. While this does not 
prove that the $2.5 million fee is necessary or reasonable, it represents a significart cost 
reduction that will be passed on to ratepayers and serves to mitigate concerns that the new 
scheme for prouidiarg management services is harmkl at this time. 

What, h your opinion, should be dome to address the gr-robPems with the pricing of 
management services provided by aEdiates to W S ?  

In light of the $1.1 million cost reductbn that already is reflected in the rate filing, I 
would make no further adjustment or disallowmce in this case. However, I believe that it 
is essential to the future effective rate regulation of NPS' gas aid electric operations + h t  
affiliates' charges to W S  be formalized in service agreements or contracts. These 
agreements should specifically identify 'the services that are to be provided under the 
agreement and the bases for the associated charges. In short, NPS should be subject to 
the same general type of controls that the SEC requires of participants to service company 
agreements under the Public Utility Holding Company Act of 1935. 
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2 A. bianagetnent services provided to NPS by affiliates should be furnished at the actual cost 
of providing &ese sewices. Detailed records should be required to establish costs md to 
determine the cost of pro~iding~qxcific services. These costs would include wages and 
d i e s  of employees, fees, chargestiy suppliers and contractors for supplying goods and 
sewics, and closely related expenses such as i m m c e ,  taxes, pensions, other employee 
weK&e e~qmms, and general administrative expense*, 

Wenever possible personnel costs and expenses should be directly assigned to a 
%mice company project or affiliated client (e.g. NPS) and directly billed to the project or 
aGkiated client receiving the service. In the case of Northwestern Corporation, I would 
expect that most of the charges incurired by the management companies would consist of 
identifiable costs that would be directly billed to hose requesting the service. ?Vhen a 
~ P v i c c  is rendered for the benefit of ?wo or more companies and the benefits cannot be 
charged directly, those costs should be equitably shared by the receiving compnies using 
an agreed-upon formula that f ir ly reflects the relative benefits received. The service 
agreements should be reviewed periodically to reflect changing circumstances. 

. You earlier igndicat i t  you are resommelrndilng a5 adjustment Po the charge 
om NPS by its a8181ote NoPltbWestem Energy Csrpsmtion (NIX) for the 
p e h e  mpaarity. Please erphicna this tmmaacBio~. 

210 A. WPS' gas supply to Aberdeen enters the distribution system through two pipelines. O w  
is a preexisting connection to Northern Natural; the other is a pipeline owned by Nekota 
Resources, Inc. ('Wekota"), a subsidiary of NEC and, thereby, an affiliate of W S .  
Nekotzi is isconnected to Northern Border Pipeline. 

NEC entered into a contract with Nekota, dated November 1,1996, whereby 
Nekota provides transportation service to NEC. By separate contract effective on the 
same date, WPS entered into a transportation services agreement with NEC. The rates in 
the two agreements are the same. The contracts are for an ir:i:ial term of ten years 3ut - . 

only the contract between Nekota and NEC is renewable by mutual agreement for dn ' 
, . 

additional ten years. ' . < . .  . s . . . . . .. 

NPS' entitlement represents 62.5% of the capacity of Nekota's pipline.' kor  this 
it pays $48,000 per month, or $574,000 per year all of which is assigned to Sou'th Dakota 
gas operations. 

- 9 
. . , 

\ 

. , 
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Hs this a reasonable charge? 

co an No. It greatly exceeds the affiliate's (FJekotn) cost of providing the service. It is al, 
example of how"outsourcing" allows an enterprise to use a regulated utility filiatc to 
enhance its opportunities in u&&deted markets. 

'. 
, 

How do you h o w  that t e SS74,000 annual charge $eatly exceeds Nekota9s cost of 
providing the senice? 

provided by the company indicates that Wekota's investment in the pipeline 
is $1,185,000. h annual rentid of $574,000 for a facility with an expected life of at k'~st 

20 years costing $1.2 million is excessive on its face. But combining this wit!! the facts 
'ir4A (i) ody  62.5 percent of the capacity of the line is committed to NPS and ( i i  that, by 
separate agreement, NPS is obligated during the f i t  five years of its contract to pay dl 
inspection costs and operation and maintenance expenses, makes it abundantly clear that 
the charge is excessive, unreasonable and unjustified. 

The con?ract requires payments h r n  WlPS that are more than sufficient ti, p y  for the 
entire line but leaves 37.5% of the capacity uri~mnitted and available to NEC, the 
energy marketing a31iaie. Mormwi, the fact NECs contiact +,th Nekota is 
renewable for an additional ten years. while N P S  contract with NIEC is not, leaves open 
the possibility that, &er the 10-year term of its contract, NPS will not be abie to use the 
Nekota pipdine at dl - or at a reasonable cost - if the market for gas transportation 
provides more lucrative opportunities for NEC. 

I have developed on page 3 of Schedule 3 of Exhibit-(RGT-1) a $470,210 adjustment 
reduces the $576,001) m~ua l  charge to St 05,790. The $1 05,790 annual allowill1ce 
reprewts 62.5% of the leveliid cost of service of the Nekota pipeline based on its 
actual original cost (S 1 ,I 85.000). excluding any ~ l l o ~ ~ ~ c e  for O&M costs inasmuch as 
these expenses are to he paid di-edy by NPS until December 3 1,2001. Thus the cost of 

10 
- 
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service consists of Staffs recommended rdte of retum and associated income taxes and an 
allowance for property taxes. Conservatively, it is assumed that that the life of the plmt 
is limited to 20 years based on NEC's contract with Nekota. The allowmce is 62.5% of 
!he cost of senrice because this fraction reflects the extent to which the pipeline capacity 
is dedicated to NPS. . 

-- 

The adjustment devel'd$dxm page 3 of Schedule 3 is properly used in my exhibit 
to determine the company's deficienciinital revenues, as on my Schedule 1 and on 
page I of Mr. Hitchcock's E.uhibit(TPH-I).  'However, my recommendations use the 
NECINekota payment disalIowmce to reduce the propt%ed base rates which arc at issus 
in this case. After reviewing the company's recent (September 1,  1999) PGA filing and 
finding in it an item labeled "NBPL - Aberdeen Capacity" in the annual amount of 
$576,000, I believe that NPS is now (and probably has been) collecting these affiliate 
costs through the FGA where they are referenced to "NBPL" or Northern Border 
Pipeline. If this is what. is happening. the adjustment that I am proposing here shouid be 
implemented as a reduction in the PG.4 ratiier than base rates. The Staff recommended 
base rates would be increased by $470,2 10 and the PGA reduced by the same amount. 

at does NBS claim as an allowance for Federal income taxes in its rate case 
revenue requirement? 

The claimed income i a  allowrance, reflecting the requested return on n i e  base, is shown 
in column (g) on page 1 of Mr. Hitchock's Exhibi t (TPH-1)  to be $1,212,276. It is 
developed on page 45 of his exhibit, effectively, by applying the 35% statutory tax rate 
to a calculated amount representing the South Dakota gas utility portion of NTS' separate 
return taxable income and increasing this amount for deferred income taxes. By 
"separate return taxable income" I mean the hxable income that would appear on its tax 
return if NPS actually filed such returns with the Internal Revenue Service. 

27 Q. Does PdPS file such returns with the IIRS? 

No. As I explained earlier, NPS is not a separate corporate entity; it is a division of 
Northwestern Corporation. Moreover, Northwestern Corporation has numerous direct 
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I and indirect subsidiaries engaged in unresulated activities, The actual income tax 
7 
A payable to t l e  U.S. Treasury is determined by combining the hmme ;srmd income 

1 3 deductioils of the afiiiiated group into a comlidahcd income tax return 'Ihc cow~lidabd 
4 return is filed by No-@!Western Corporation. 

. . 

1 '. 
6 k The consolidated rebrn is a vehicle for minimizing the corporate income "ax liability. It 
7 has seduced the corporate income tax liability for Northwestern Corporatian in each of 
3 t?e  last three years, i 996 through 1998. 

10 A. The consolidated return enables NorthWestem Corporation to use taxable: losses 
11 generated by some of its subsi&ries :o reduce the taxable income generated by othn 
12 subsidiaries. This has been true in each of tk last three years - that is, ever since 
I3 NorthWestem Corporation embarked on its aggressive program's of r e s t n i ~ ~ g ,  
14 quisitions and e x p i o n  of its unregulated activities. 

- .  - 
Rates should be based on a c d  costs and costs should be mmmud within the burads 
of the utility's ability to render safe, adequate and rekdble service. Thus, 
whefiever a consolidated return is - or should bc - filed to minimize corporate hconre 
taxes, the mkmakg allowance for income mes should reflect an appropriate shxe of 
the tax h e f i s .  

Yes. Tmzmy Regulation 1.1 582-6 provides that each member of a p u p  filing a 
wmli- return is severally liable for the en& tau of the g ~ u p .  llw, ratepayers aii 
exposed to a truc liabiiity that may be far greater the tax tb would k levied on the 
latility Zit filed a x e t e  tax return For e ~ i ~ ~ ~ ~ q d e ,  based on preifrnhmy data for 1998. 
WPS' reguM.4 electric and gas operat.ions ge& taxable incomc of about $1 0 million 
which, at the statutory 35% tax rate, suggests a separate retuin tax of abut  $3.5 inilllion. 
Taxable income for the consolidated entity momta l  to over $25 million indicating an 
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1 ratepayers to share in ihe dmo&tf?ite;! benefits of the consolidated tax return is a means 
2 of haiancing this exposure. ----. 

\ , 

vVlaat are the d e m o m ~ ~ ~  kmrg6fPJ of the ~onsoEl%~lfd returns filed by 
Wort&7Watepan 420 
The ability of NorthWestern Corporztion to use the tax losses of certain subsidiarks as 
o f k t s  to the taxable income of other sabsidiearies is illustmtd on Schedule 3 of my 
E x b i b i t m G T - I )  at page 4. In each of the last three years there wcre @cipa;lts with 
taxable income averaging, for the group, some $38.4 million. However, the actual 
(consolidated) taxable income was only Si9.0 million becaw the $32.4 million was 
red& by the average $1 9.4 rnillior. taxable losses of the other participants. NPS has 
been pad of the group 'with taxable inwme. 

Obviously, the benefits of the consolidated return have been substantial and 
recurring for Northwestern Corporation. 

Is there ta Haexus between NPS end ~~Kdiltltes that generate taxable Ilossa? 

Yes. It is no coincidence that many utilities are able to engage in aggressive expansion 
into unregulated businesses. Utilities k v e  often been r e f d  to as "csh generators" and 
it is the availability of this cash and good credit standing that is a springboard for 
diversification and expansion. This linkage was acknowledged only recengy in 
NorthWestern's August 4, 1999 Newsfiom Northwestern wwsletter in which its 
President and COO, Richard R. Hylland, observed that the Company's "dynamic growth" 
is "driven by a combination of Cornerstone's agressive expansion programs, 
Northwestern Public Senice's cash flow generation, md internal and external growth at 
BILE Dot. And Expane ts..." (emphasis supplied). 

3 3 s  is one more reason that NPS' ratepayers should be allowed to s h e  in the 
benefits of the consolidated tax return. 

How did you reflect t we benefits in the income tax allowance that you are 
recommending in this case? 

Page 4 of Schedule 3 shows that I have allocated to IJPS' South Dakota gas operatioils a 
sh re  of the actual taxable losses c0nir;ibuted to the consolidated return by the entities 

\ 
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-- . 
1 

1 having taxable losses. To minimi'zethe effects of year-by-year differences, I used as an 

2 allocation factor the ratio of the three-year averages of (i) NPS' gas operations separate 
L) 

3 return taxable income to (ii) the taxable income of all entities having hxable income. I 
4 considered applying this factor to the h e - y e a r  average of the taxable losses but because 

5 this experience shows a decline in the aggregate losses during the period, 1 used the most 

6 lowest level of taxable losses. 

7 On this basis I allocated to NPS gas operations 7.99% of the $1 1,876,670 of 

8 taxable losses contributed by (he tax ioss participants in 1998. Fifty-five percent ef the 

9 NPS gas amount, or $521,920, is attributed to South Dakota gas operations. Applying 
i 0 the 35% statutory rate to this amount produces a consolidated tax savings of $1 82,672 

11 which is used to reduce the hypothetical tax allowance computed on a separate return 

12 basis. The revenue requirement effect of this adjustment is a reduction of $28 1,034. 

13 VI. Class Cost of Service Studv and Monfhk Customer Cbames 

14 Q. Wave you prepared an analysis of the company's revenue requirements by customer 
15 class? 

I6 A. Yes. Exhibi t (RGT-3)  summarizes this study. It reflects the Staffs determination of 
17 NPS' overall South Dakota gas revenue requirement developed in Exhibit-(RGT-1) 

18 but it employs the cost of service methodology used by NPS. As I mentioned earlier, I 
19 have no quarrel with the company's methodology; it is fundanlentally the same 
20 methodology propcsed by Staff in the recently-settled MidAmerican gas rate case, 

2 1 Docket No. NG98-01 I .  

22 The cost determinations by rate class establish the Staffs recommended overall 

23 rate of return of 8.42% as the target rehlm for each class. Thir '00 is the procedure used 

by WPS and is one with which I agree. 24 

25 As indicated on page 1 of the exhibit, line 26, the earned rates of return with . 

26 prexnt rates are below the 8.42% target rate of return for all classes. Comparing the 

27 revenues at present rates on line 2 of page 1 with the revenues at the required rate level on 

2 8 line 2 of page 2 indicates - - the revenue deficiencies by class: 
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.. _ Required - 
. Revenue Deficiency Increase 

h a  8'1 - Residential " - -, $246,189 3.25% 
1. 

Kate 82 - Small Commercial 134,587 l 5.78% 
, 

Other - Lge. C & I 21.515 1.05% 
Total $402,290 3.41% 

These are the revenue deficiencies used by Mr. Bettman to develop the tariff rates 
recommended by Staff. 

What changes in monthly customer service charges are being proposed by 

Mr. Hitchcock proposes to increase the fixed morthly customer charges as follows: 

Present Pro~osed Increase 

Rate 8 1 - Residential $4.50 $6.00 $1 -50 33% 

Rate 82 - Small commercial $4.50 $7.00 $2.50 56% 

Customer charges for Large commercial and industrial accounts are proposed to be 
increased in varying amounts by rate schedule and to estblish a charge for transportation 
cwtomaj  that is $53 higher than for comparable sales customers. Option A sales 
cwomers on Rates $4 and 85 would have their customer charge inti-d by $10 per 
month or 14%; Option B sales customers would be increased by $20 but the larger 
increase is only 8% above their existing rate. Transportation customers on Rate 87, for 
whom the present customer charge is the same as for Rates 84 and 85 counterparts, would 
have their customer charge increased by the amounts applicable to Rate 84 and 85 
customers plus an additional $50 per month. 
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- 
Yes, I believe that they ascost-justified. However. I do not agree. with the cost 
determinations made by the corn6j%v~ich imply that even the proposed charges are 
inadequate. --. 

Mr. Hitchcock's detemination of the "customer charge eequiremen",'on page 4 of 
Exhibit-TPH-2), purports to show that, while c'n;~ges of $6.W and $7.00 are being 
proposed for Residential and Small Commercial customers, the associated costs are more 
than double these amounts. f disagree with this conclusion becaw many of the costs 
that he has included are not mong the gmmaIIy unavoidable costs di-tectly associated 
with providing service incrementally ;r, t~dividual customers. His cost determinations 
reflect large m~wts of cohp~rate overhead costs which are not directly related to ?he 
pro~s ion  of service to individual customers. These overhead costs support all system 
functions and they we controllable to a greater extent than the direct costs related to 
Service lines, Meters and customer billing and accounting functions. And they do not 
increase or decrease when a customer is added or lost. 

iaeludd in a castomca ser&x charge? 

I would limit this determination to the costs that are directly related to providing service 
access to a customer. These are the categories of costs that woulc! be affected, 
incrementally, when a customer is added to the system. The costs would include the 
carrying charges on investment and the operating expenses related to customer Services, 
Meters and Regulators and the costs of meter reading and billing. 

Have you determined the costs that you believe are direct%? related to 
providing NPS' customers with access to senice? 

Yes. This determination is summarized in Exhibit-(RGT-4). And, while it shows costs 
that are substantially below those tabulated by Mr. Hitchcock, they sti!l exceed the 
proposed customer charges. For example, while Mr. Hitchcock's determination of 
Residential customer costs is $13.88, my determination shows $8.22 which remains I 

above the proposed $6.00 charge. Accordingly, I recommended to Mr. Bettman that, 
witkin the constraints of his other rate - design considerations, the proposed charges be 

16 
'. 



NorthWestem Public Service Testimony of Robert G. Towers 
SDPUC Docket No. NG99-002 

1 considered for adoption. 

2 Q. Do I understand c o r r e c s  that, i4your opinion, it is not necessary to recover 
3 all of tbese eosdn through a service &iirge? --. 

4 A. Yes. 'While all of these costs may properly be recovered ina monthly service 
5 charge, they need not be recovered in this manner. Obviously, assigning a portion 

6 of these costs to the commodity rate would still allow them to be recovered by the 

7 company. But collecting a portion of these costs through the commodity rate also 
8 injects sensitivity to customer size into me recovery of these costs. . 
9 

10 Q. I Lave no further questions at this time 
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ERT G. TOWERS 
Senior Consultant 

._ Chesapeake Regulatory Consultants, Inc. 
10025 Governor Wmfield Parkway, Suite 30 1 -B 

~oI"um%a, Maryland 210443330 
(30i '396-3 103 

FAX: (30 1) 5963 47 1 
\ 

\ 

Mr. Towers is President of Chesapeake Regulatory Consultants, Inc. Over h e  past thirty- 
c years he has assisted clients in dcaling with a wide range of r a t e d i n g  policy, accormtin~ 

financial, economic and operational issues affecting rates and services offend by all types of 
utilities. He has testified in more than 180 public utility rate proceedings before regulatory 
commissions in 26 states and the District ofcoluxnbia, the Federal Energy Regulatory Commission 
and its p r e e l m r  the Federal Power: Commission. 

EMPLOYMENT 

1986 - Present Pmident and. Senior Con..u!tant 
Chesapeake Regulatory Comdtants, Inc. 
Columbia, Maryland 

1970 - I386 Vice President and Senior Consultant 
Hess & Lim, inc. 

I Greenbelt, Maryland 

1960 - 1970 Consultmt 
Martin Toscan Bennett Associates 
Washington, D.C. 

As a consultant with each of ehe firms listed above, Mr. Towers participated extensively in 
wholesde and retail rate proceedings before federal and state regulatory agencies on kMf of the 
firrns' clients. His participation involved analyses of a broad range of ratemaking concept, 
accounting, financial, operational, allocation and rate design issues raised by the utility's rate filings 
or otherwise uncovered. Tasks performed included analysis of Lbe utility's supporting 
documentation, assistance with discovery and cross-examination. presentation of LICTumstive 
testimony, assistance with the preparation of legal briefs and other pleadings, and assistance in 
settlement negotiations. ??le subject utilities included electric, gas, steam and water distribution 
companies; electric generatiqg utilities; gas and products pipeline companies; waste water systems; 
transit companies; and telecommunicat.i,on comp-ulies. 

1 
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Clients sewed by Mr. Towers have included numerous state regulatory commissions and 
their staffs; consumer advocze agencies of state governments; federal government agencies (as 

2%. 
consumers of utility services); cities (as consuieqof utility services and as representatives of their 
citizens); civic organizations; municipally-owned' and cooperative utility systcms; industrial 
consumers; and investor-owned utilities (principally as purchwrs of utility services fiom others). 

\ 

EDUCATION 

June 1960 Bachelor of Scicnce Degree in Economics 
University of Maryland 
College Park, Maryland 
Phi Eta Sigma and 
Phi Kappa Phi Honor Societies 

PROFESSIONAL ORGANIZATIONS 

American Economic Association 
American Water Works Association 

PUBLICATIONS & SPECIAL APPEARANCES 

Article "Cost of Debt Capital in Allowed Rates of 
Return" published in Public Utilities Fortnightly, Vol. 
68, No. 1. 

Paper "Ratemaking Consideration of Construction Work in 
Progress" presented to the Conference of State Utility 
Consumer Advocates, University of Chicago, June 1979. 

Paper on CWIP treatment presented to the Iowa State I " 

Regulatory Conference, Iowa State University, May 1980. 
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EXPERT TESTIMONY 

Mr. Towers has presented testimony to the following regulatory cluthoritics in more than 180 
proceedings. 

Arkansas Public Service Con~mission 
Connecticut Public Utilities'html Authority 
Delaware Public Service ~orrrrniss~&\ 
District of Columbia Public Service ~omrnissi'on 
Florida Public Service Commission -.. 

\ 

Hawaii Public Utilities Commission 
Idaho Public Utilities Commission 
Iowa Public Utilities Board 
Maryland Public Service Commission 
Massachusetts Department of Public Utilities 

Minnesota Public Utilities Commission 
Mississippi Public Service Commissian 
Montana Public Service Commission 
Nevada Public Service Commission 
New Mexico Public Service Commission 

New York Public Service Commission 
Ohio Public Utilities Commission 
Pennsylvania Public Utility Commission 
Phode Island Public Utilities Commissiox 
South Dakota Public Utilities Commission 

I 

I 
I 

Texas Public Utility Comrnission 
I Texas Railroad Commission 

Vermont Public Service Board 
Virginia State Corporation Commission 

I Washington Utilities and Transportation Commission 
1 

West Virginia Public Service Comnission 
1 Wisconsin Public Service Commission 
I Wyoming Public Service Commission 
1 

! 

Federal Energy Regulatory Commission 
Federal Power Commission 
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TE hie 
--South Dakota Gas 06~8rat!on~ 

1. Average rate base $36,190,783 
2. Operating income under current rates 2,780,930 

----------------- 
3. Pro foma rate of return 7,68% 

4. Staff recommended rate of return 8.42% 

5. Income requirement $3,047,264 
6. Operating income under current rates 2,780,930 ------- 
7. Income deficiency $266,334 
8. Income taxes @ 35% 143,414 

------- 
9. Revenue deficiency $409,745 

4 0. Grcrss iaceipis taxes @ .I 515% 603 
11. MGP removal cost adjustment (8,058) -- -- 
12. Total revenue deficiency $402,290 

-----I----- ----------- 
-_- - - - - - - - - - - -  ----___1__1______________________1__1______________________1__1______________________1__1___________________-- 

I 

Sources: 
Line I: Schedule 2, page 1 

I Line 2: Schedule 3, page 1 
I Line 4: Page 2, herein 

1 
1 ,  

1 

. 

. - - -  
I -. --. 
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. 
Capitalization' \ 

Ratios Cost Rate Weighted Cost 
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.. 
South Dakota Gas Operations 

- - Avarage Rate Base 
Test %jar Ended December 31,1998 

-'." -". 
1. - 

Co\-nmission Staff 
As ~iled' ' Adjustmants As Adjusted 

Plant in service 
?. Direct South Dakota gas plant $41,073,199 $0 $rll,Q73,'l99 
2. Common plant 7,949,560 0 7,949,560 

3. Subtotal $49,022,759 $0 9,022,759 

Distribution replacements 
4. Distribution mains 0 0 0 
5. Distribution services 0 0 0 

Construction in service, not transferred 
6. Direct South Dakota gas plant 1,854,584. 0 1,554,584 
7. Common plant 161,851 0 161 ,a58 

--- 
8. Total plant and property 

Accumulated depreciation and amortization 
9. Dired South Dakota gas plant 14,215.8W 0 14,215,894 

10. Common plant 1,071,470 0 1,031,470 
- --- 

1 1. Total reserue $1 5,287,364 $0 $1 5,287,364 -- - - 
12. Net utility plant $35,751,837 $0 $35,751,837 
13. Working capital 1 ,720,172 (703,577) 1,016,596 
14. Unamortized rate case expense 125,000 (80,000) 45,000 
15. Deferred tax reserve (622,650) 0 (622,650) 

- ---- 
1 
I 

16. Rate base $36,974,359 ($783,577) $36,190,783 ----------- ---------- -------------- ----------- --------_- -------I------ 

I Sources 
I 
I Column B: NWPS Exhibit TPH-1, page 47 
I Column C: Page 2, herein 

i 
I . . 
I 1.. 

\ 

I 
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South Dakota Gas Operations 
Commission Staff Rate Base Adjustments 

Test Year Ended December 31,1998 

Cash Working Gas Rate Case Summary of 
Capital Storage Expense Adjuslments 

-----_I 
- --- 

(A) 

Plant in service I 

1. Dlmd South Dakota gas plant 1 $0 
2. Common plant 0 --- - - 
3. Subtotal $0 $0 SO $0 SO d SO 30 

Distributbn mplacements 
4. Distribution mains I 0 
5. Distribution services ii 0 

Construction in service, not trans?emd 
6. Direct South Dakota gas plant 0 

7. Common plant / 0 
- - 

8. Total plant and proparty $0 $0 $0 $0 $0 +G SO 30 

Auxrmulated depmuallon and amortization 
9. D i m  South Dakota gas plant 

10. Common plafit 

Sourcas: 
Coltlmns 8,C: Staff Witrisss Jacobson 
Column D: Staff Witness S@ngei 



UBLK SERVICE 
South Dakota Gas Opraitbns 

Pro Forma I n m  Under Presetnt Rates 

. %st Year Ended dleambor 31,1998 
+-. '- 

-1 Commission Stag - 
As FiW Adjustments As Adjusted 
1 

(A) 

Operating revenue 
1. Gas sales revenue 
2. Transportation revenue 
3. Other revenue 

4. Total revenue $33,657,074 $576 $33,657,650 

Operating expenses 
5. Cost of gas supply 
6. MGP removal cost adjustment 
7. Operating and maintenance 
8. Depreciation and amwtization 
9. Taxes other than income 

10. Federal income taxes 
1 4 .  Rate case expense 

12. Total operating expenses 

43. Net operating income - pro forrna 

Sources: 
Column B: NWPS Exhibit TPH-1, page 1 
Column C: Page 2, herein 





NORTHWESTERN PUBk.16 SERVICE 
South Dakota Gas Operatlons 

Commission Staff income Adjustments 
Test Yeor Ended Decamber 31,1998 

Exhlb i t {RGT-1)  
Schedule 3 
Page 2b of 5 

Con~olidated hteff38t 
Tax Synchro- Summary of 

Savings nlzatlon Adjustments ____________ _ _ _ _  __---I I_---- ---_I- ----- I -  -^ .---- 
(A) (0) (C) (Dl (El (F) (GI (HI (1) 

1 
Operating revenue 

1. Gas sales revenue 
2. Transportation revenue 

4. Total revenue 

0~erating expmses 
5. Cost of gas supply 
6. ,MGP removal cost adjustment 
7. i Operating and maintenance 
8/ Depreciation and amortization 
9. Taxes other than income 

10. Federal income taxes ( 
11. Rata case expense - --- 
12. Total operating expenses (5182,672) ($150,570) $0 $0 $0 SO 30 ($726.768) --- - - - 
13. Net operating income - pro forma $1 82,672 $1 50,670 $0 $0 $0 Po 30 9726.344 

=====I==== =======-== ========== ========S=IZEPII=====X =====I==,== SIl=ilf=== 1=======5===== 

Sources: 
Column 0: Page 4, herein 
Column C: Page 5, herein 
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Schc&cto 3 
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bBC SERVBCE 
-- South Dakota Gas Operations 

NdGoota Resgurces Pipeline Adjustment 
Test Year ~ h e d - ~ e c e m b e r  31,1998 '. . 

Rate of return 8.42% 
Federal income taxes on return 2.14% 
Property taxes 2.50% 

-- 
Fixed charge factor 13.06% 

Nekota Resources' original investment $1,185,000 

Sewice period (years) 20 
- 

Levelized fixed charge cost of service $1 69,264 

Allocation to NWPS - South Dakota 62.50% 

NWPS's share of levelized cost $1 05.790 

NECk charges as filed 

Adjustment to affiliate charges (W70.210) 

Sources: 
Lines 12: Developed from Schedule 9 ,  page 2 
Line 3: NWPS's property taxlnet plant ratio 
Lines 5,6,i3: NWPS's response to Staff request 7-01 

l5,OOOi24,OOO MMBfuld 

Gas plant in service 51,039,201 
Accumulated depreciation 15,287,364 

Net plant in service 35,751,837 
Property taxes - test yeaj 909,733 
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South Dakota Gas Operations 
- Consolidated Tax Savings Adjustment 

~estY"ear,~ndetd Docamber 31,1998 
-\ 

(A) 

Taxable income of affiliates w/ positive income 
1. 1996 
2. 1997 
3. "198 

4. Thmyear  average 

Taxable lasses of affiliates 
5. 1996 
6. 1997 
7. 4998 

8. Three-year average 

Consolidatedl taxable income 
9. A w e ~ g e  (Line 4 - Line 8) 

NWPS-Gas 
10. Average taxable income 3,069,276 
11. Percent of Line 4 7.99% 

12. Share of taxable losses $948,946 
I 

\ '1 3. South Dakota allocation (55%) 521,920 
I 
I 1 94. Consolidated tax savings @, 35% FIT rate 
1 

I 
Sources I 

I Lines 1-7.1 0: NWPS response to Staff Request No. 6-04 
Line 10: Taxable income 1996 - W.882.154; 1997 - $$5.425,049; 1998 - $(1.099,37 
Line 13: 55% is SD Factor "Fn from NWPS Exhibl (TPH-I), page 57 

--. 

. 



South bakota Gas Operations 
Interest ~ ~ n c h m n h t i o n  Adjustment 

T ~ s t  Year Ended Demmber 31,1998 . 

Average rate base $36.1 90,783 
Weighted cost of debt 4.44% 

Synchronized interest expense $1,605,871 
Interest expense as filed 1,176,672 

Adjustment to interest expense $430,? 99 

Federal income tax adjustment 

Net income adjustment 

Sources: 
Line 1: Schedule 2, page 1 
Line 2: Schedule 1, page 2 
Line 4: NWPS Exhibit TPH-1, page 45 
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NorthWestern Public Servlco 
Commlsslon Slaff Clasa Cost Analysis 
I n m  Statemant-Present Rates 
South Dakota Gas 

I Test Year Ended Cecemher 31,1998 
I 

Total 
Service Area - Residential - 

(4 (dl 

I 1 Revenues: 
2 Gas sales and transportation revenues (nongas m t )  11,796,032 7,570,923 

3 Other revenues -- 368,742 -- 137,498 

4 
5 ~ o t a l  Revenues -- 12,162,774 7,708.421 
6 I 

7 Expnses 
8 OpernUuns 8 malntonanca expenses 5,100.236 3,457.920 

9 Dsprodahn L arnortizaUon expense 1,618,790 975,395 
10 Taxes other than Income taxes 974,192 587,722 

11 MGP removal cost 1,310,866 790,836 
12 Rate cam expenss 18 000 11,715 ---._-_I L 

13 / 
14 Total Expenses 5 823 588 _ -  P_!020,084 -. - - S - L -  

15 / 
16 Operating Income B e f m  l n m  Taxes 3,142,650 1,884,833 
17 
18 Federal and Stab Inconst, Taxes ._ _ 363 L-- 940 . -- -- 217,753 

i 9 
20 Net Opamtlng Income - - _--- - 2,77_8,= -- _- __1,667,080 - 
21 

/ 22 
23 FQteB- - -- ~t l&~g, . . - sz . 21 754 370 

24 
25 
26 Return on Rale Bask, 
27 
28 
29 Return on Equity 
30 
31 Federal and Slab Eff~ctlve Tax Rato 35 00% 
32 
33 Capital Rslios 
34 Loog-Lerm debt 02.4895% 
35 P r e f d  stock & ~a r r l t i os  0.7097% 
36 Common stock equity 36.8057% 
37 
38 We)ghled C a t  of Capital 
39 L5ilg-tenTl M o t  4.4443% 
40 Pmlened stock. & saariUos 0.0363% 
41 Comnxm stock ctquity 3.1975% 



NorUlWmtem Public Service 
Commission Staff Class Cost Analysis 
income Statement-Required Rates 
South Dakota Gas 
Test Year Ended December 31,1998 

1 Revenues: 
2 Gas sales nnd transpodatlon revenues (nongas cost) 
3 Other revenues 
4 
5 , Total Revenues 
6 
7 Expenses: 
8 Operations & maintenance expenses 
9 Dopredation & amorUration expense 

10 Taxes other Uian lncome taxes 
11 I MGP removal cost 
12 Rate casoaxpense 

9 13 
' 14 Total Expenws 

/ 15 
16 Operating Income Before lncome Taxes 
17 
18 Federal and Slate I n m  Taxes 
19 
20 Net Operating l n m e  
21 

/ 22 
23 R e t e B a ~ ~  
24 
25 
26 L6bm on Rale PAM 
n 
28 
29 Return on Equity 
30 
31 F&l and State EffecUm Tax R ~ I Q  
32 
33 Capital Rattos 
34 Long-bml debt 
35 PMkrred stock & secu?ties 
3 cxmmon stodccqulty 
37 
38 WairJi'Iierl Catit of &&ai 
39 LMIpCarmdsbl 
40 Pnltjrred stock A aacuritics 
41 mm~l BbCk~qIJity 

Total 



South Dnkota Gas Operations 
Development of Customer-Related Unit Cast 

Test Year Ended December 31,1998 

'\ Customer-related gross plant in service \ 

$7,0?> ,484 $1,034,387 9,4122 
2,632:135 580,026 9,956 

%6,910 213,071 257,427 
580,867 128,002 98,657 

5. Regulator installations 376,737 83,OI 9 64,197 

6. Subtotal gross plant $1 1,598,133 $2,038,505 81,5459,479 
7. Accumulated depreciation (3,474,113) (610,615) (470, 323) 
8. Accumulated deferred income faxes (1 41,499) (24,870) (19,148) 

9. Customer-related net plant 

Customer-related cost of service 
10. Bat0 of return @ 8.42% 671,865 11 8,088 99,918 
1 1. lncomo taes on return 170,826 30,025 23,116 

Operating expenses 
12. Services 107,489 15,790 6,860 
13. ht.er and hwse regulators 173,646 38265 46,177 
14. Customer installations (1 37,393) (20.4 85) (1 ,462) 

Maintenance expmses 
'15. Services 33.958 4,989 2.168 
16. Meter and h w s e  regulators 56,809 12.51 9 15,108 
17. Customer accounts expense (ex. uncollectibles 731,725 107,498 23.350 
18. Customer service and info. expenses 690,023 101,374 .22,021 
19. Emgoyee pensions and benefits 221,207 32,955 16.21 3 
20. Depreciation expense 376.471 66,176 50.938 

I 21. Propertytaxes 197,076 34,294 26,475 

1 
I 22. Customer-related cost of service 3,293.702 541,788 329,882 
I 

, 23. Number of annual bills (TPH-2, page 4) 400.847 58,889 



N O R M S T E R N  PUBUC SERVICE 
South Dakola Gas Oprtrationa 

Walrpapws b Custmer Senrloo Chaw 
Tmt Year Ended December 31,1998 

Residential Smell L ~ W  Tobl -- 
(A) (8) (C 1 (Dl (€1 

Accumuhled dqm5abon 
Gross plant fou customw charge 
Total grass plant - Co. ellocat of customer 

% Customer for customer charge 
Depreciation reserve 
Direct Swth Dakota - customer 
Common - custcmef - 

Total wstwner related dep. reserve 

Depredation r m  fw custoaner charge 

Accumulated deferred taxes, ITC - customer (190,213) (33,432) (25,740) 
% Customer for customer charge 74.39% 74.3% 74.39% 

Operating expenses - services 
Mains and services Operating Labor 152.401 
Mains and services Operating- Other 274.148 

Subtotal 426,549 
Secvices as % of Mains and Services 30.51% 

Services arriiunt 
Services allocation factors 

Operating expenses - services 107.489 15.790 6.860 130,139 ----------- ---------- -------------- ----------- ---------- ------------- 

Pensions and Benefits 
Total customer O W  1,656,257 260.250 114.222 

Total O W  exdodig mst of gas 3,816,344 924,929 %4880 
Less: pensions and benetits 449,654 103.958 117.48 

OBM net of pendons and benefits 3,366,690 820,971 827,432 
Customer OBM as percent of net OBM 49.20% 31 .70% 13.80% 

Customer pensions and benetits 221,207 32,955 16,213 ----------- ---------- ------------- ----------- ---------- -------------- 

Depredation expense 
Customer relaled gross plant 11,598,133 2,038,505 1,569,479 
Total distribution and produdon gross plant 22,896,830 8,044.842 7,024,008 

Percent of total that is customer-relatad 50.65% 25.34% 22.34% 
Totai distribution and produdion dep. exp. 743,279 261,152 228,014 

Depreciation expense - wstoner dated plant 376,471 66,176 50,938 --------- ---------- -------------- --------- --------- -------------- 

Property taxes 
Customar rela!ed net plant 
Total rate base 

1 Customer related as percentage of total 
I Property tax expense 
I 

Customer related property taxes 
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BEFORE THE 
SOUTH DAKOTA PUBLIC UTILITIES CQMMISSION 

IN THE MATTER OF THE APPLICATION OF 
NORTHWESTERN PUBLIC SERVICE FOR 
AUTHORIYY TO INCREASE RATES FOR DOCKET NO. NGY9-002 
NATUWL GAS SERVICE 

Testimony 

.. of - Basil h. Copeiand, JB. 
'-.- 
1 -.- 

h e h a l f  
of tho 

SOUTH DAKOTA PUBLIC UTILITIES COQMISSIBN \ STAFF 

SECTION I: BACKGROUND AND QUAUFICATIONS 

Q. PEASE STATE W U R  NAME, BUSINESS ADDRESS AND TELEPHONE NUMBER. 

A. My name is Basil L. Copeland, Jr.; my business address and telephone number are 14619 

Corvallis Road, Maumelle, AR, 721 13, (501)854-8604. 

Q. WHAT IS HOUR OCCUPATION? 

A. I am an economist, specializing in energy and utilrty economics, and a principal in Chesapeake 

Regulatory Consultants, Inc., 10025 Governor Warfield Pailway, Suite 3018, Columbia, MD, 

21044, (301)596-3103. 

Q. WERE YOU RETAINED BY THE COMQJlISSlON STAFF IN THIS CASE? 

A. Yes. 

Q. PLEASE DESCRIBE YOUR EDUCATION AND PROFESSlONAL EXPERIENCE. 

A. I received my education at PoAand State College (1967-1969), New Mexico Institute of Mining 

and Technology (1969), and Oregon Stale University (1972-75). In 1974 1 received a Bachelor 

of Science degree in Economics from Oregon State University, and in 1976 a Master of 

Science degree in Resource Economics (with a minor in Business Finance) from the same 

institution. 

From August 1975 to February 1977, 1 was employed as a financial analyst and staff 

economist for the Arkansas Public Service Commission. From March 1977 to August 1978, 

I was employed in a similar position by the Iowa State Commerm Commission. In September 

of 1978 1 went to work for the Attorney General of Arkansas in a US. Department of Energy- 

funded office of consumer services, with responsibility for economic analysis in electric utility 

-- 
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1 rate cases. While with the Attorney General, I assisted in the development of leg~slabon that 

2 created the Arkansas Department of Energy. In July of 1979, soon after the Deparlment was 

3 offidally created, I was appointed Deputy Director for Forecasting. In that position, 1 dtrected 

4 a staff with broad respansibilities which included the development of an energy management 

5 information system For monitoring energy supply and demand in Arkansas, includ~ng 

6 comprehensive forecasts of energy demand by fuel source and sector. 

7 I left the_Arkansas Department of Energy in January 1981, and worked briefly as an - 
8 independent consultant befo6Fjoki~g the consulting firm of Hess and Lim, hc., in April 1981. 

9 
\ While employed by Hess and Lim, I served as a msum . on emus rate cases before the 

10 FUiC and various state utility commissions. I left Hess'&.Lim in October 1986 to join with two 

7 I other consultants in the founding of Chesapeake Regulatory Consdtants. I have testified or 

12 provided technical assistance in over 160 proceedings before the FERC, the FCC, and 

13 regulatoiy bodies in: Alabama, Arizona, Arkansas, California, Colorado, Georgia, Illinois, Iowa, 

14 Maine, Maryland, Montana, New Mexico, New York, Pennsylvania, Rhode Island, South 

15 Dakota, Texas, Vermont, Washington State, West Virginia, and the District of Columbia. On 

16 four occasions I have been invited to appear on the program of the annual conference of 

Michigan State University's Institute of Public Utilities, and I have served as faculty for the 

Michigan State-NARUC summer training program for reguiatory commission personnel. I have 

published numerous articles on a variety of utility issues, including articles or comments in 

Land Economics, American Economic Review, Public Utilities Fortnightly, Journal of 

Business Research, Yale Journal on Regulation, Journal of Portfolio Management, 

Energy Law Journal and the Financial Analysts Journal. My 1982 article in the Financial 

Analysts Journal on the equity risk premium received a Graham and Dodd award from the 

Financial Analysts Federation. I have also served as an acad~mic referee for two academic 

journals where I reviewed articles on utility economics and finance. My article in the Spring 

1991 issue of the Energy Law Journal ("Procedural Versus Substantive Econom~c Due 

Process For Public Utilities.") dealt with the constitutional standards for due process as applied 

to utility ratemaking under the celebrated Hope case, and undertook a comparative analysis 

29 and critique of the 1989 Duquesne decision. A list of publications is provided at the end of my 

30 testimony. 
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SECTION II: PURPOSE AND SUMMARY OF TESTIMONY 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my testimony is to present evidence with respect to the cost of capital for 

Northwestern Public Service, a division of NorthWestem Corporation, and to express an 

opinion as to a fair and reasonable rats of return based upon that evidence. In developing a 

cost of capital for Northwestern . Public Service, I have also made several adjustments to the 
\. capital structure in order to dew!op a capital structure applicable to the Applicant's utility 

--. 
operations. - \ 

PLEASEDESCRIBETHEPROCEDURESYOU USEDTODETERMINETHECOSTOF 
EQUITY. 

I utilized two different methods to determins Northwestern's cost of equity: the traditional 

dividend cash flow (DCF) methodology, and non-constant growth dividend discount model 

(DDM ) methodology. My application of these methods takes into account recent capital market 

conditions and how that impacts the determination of a fair rate of return on equity. 

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS. 

Based on the evidence presented below, I conclude that the current cost of equity capital for 

Northwestern Public. Service is 9 to 10 percent. However, this cost of equity cannot be applied 

to the filsd capital structure. The filed capital structure is inappropriate because it contains 

substantial investments in unregulated enterprises. Unless the capital structure is adjusted to 

remove the effect of these investments, utility ratepayers will indirectly subsidize NorthWestern 

Corporation's shareholders' equity return on its equity investment in these unregulated 

enterprises. I have taken the necessary steps to remove these investments from the capilal 

structure. Since this is a gas rate case, I have also adjusted the utility capital structure to 

remove pollution control bonds from the capital structure. This results in a P loqes tem Public 

Sewice capital structure of approximately 62.5 percent long-term debt, 0.7 percent preferred 

stock, and 36.7 percent common stock equity. As explained more thoroughly in my testimony 

below, I am recommending 2 return on equity of approximately 10.7 percent in recognition of 

the higher financial risk associated with such a 1%' equity ratio. This 10.7 percent recommend 

return is applicable only if my capital structure adjustments are accepted. If my capital 

structure adjustments are not accepted, then my recommended rate of return on equity is only 
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9 to 10 pemnt  Based on my rewmnended capital structure, the recommended overall rate 

of return is 8.4167%. The derivation of h is  retum is shown on Exhibit-@LC-1). Schedule 

1. 

SECTION ilk IMPACT OF RECEMT MARKET CONDBTlOMS 

PEASE DESCRIBE RECENT CAPITAL MARKET CONDITIONS F@R UTiLIVIES. 

During the late 1970's and earfy 1980's interest rates rose to historic highs, and utility stock 
1 

prices generally t r a d a  beiow book value, indicating that expected and earned book returns 
. 

were below the required rate of retum.'in-Q mid-1980's, however, with a significant reduction 
\ 

in the actual and expected rate of inflation, interest rates fell dramatically, and utility stock 

prices rebounded to levels well above book value, trends which continued into the eariy 1990's. 

Long-term interest rates fell to 20 year lows in late 1993, indicating the most favorable market 

conditions for utilities in more than two decades. Long-term interest rates began to rise again 

in late 1993, and rose through most of 1994, but remained at levels not experienced since the 

mid-1970's, and throughout the 1990's utility stocks have generally traded at prices well above 

book value. During the past two years, however, capital costs have again fallen significantly, 

and are presently at lows not last seen since the eady to mid 1960's. 

HOW DOES THE IMPACT THE DETlERMlNATlON OF A FAIR RETURN ON EQUl'hY? 

The price of utility common stock and the cost of utility common equity are closely tied to 

Interest rate levels. As interest rates fall, the cost of utility common stock falls, and utility stock 

prices rise. In the low inflation, low interest rate environment of current capital markets, utility 

stccks are selling significantly above book value. 

BASED ON YOUR EDUCATION AND EXPERIENCE, OF WHAT SIGNIFICANCE IS THE 
FACT W T  UTILITY STOCKS ARE SELLING AT PRICES SIGNIFICANTLY ABOVE BOOK 
VALUE? 

Prices significantly above book value indicate that allowed and earned rates of retum have not 

declined commensurately with declines in the cost of capital. In other words, investors have 

been earning returns above the cost of capital, and have capitalized this excess return in the 

form of market prices substantially above book value. Another way to look at it: declines in the 

cost of capital have not been passed on to ratepayers. 

G E N E W Y ,  WOW DO THESE MARKET TRENDS RELATE TO YOUR DETERMINATION 
OF THE COST OF EQUITY CAPZTAL FOR NORTHWESTERN? 



A principal method for determining the cost of equity capital and fair rate of return on equity 

mpital for utility common stock is the "discounted cash flow" (DCF) methodology. The DCF 

methodology is a market-based method of determining the cost of equity, and will reflect 

c7anging market conditions, principally through the dividend yield portion of the DCF rate of 

return. In view of the significant improvement in capital market conditions in recent years, a 

DCF analysis of the cost of equity for Northwestern should indicate a much lower cost of equ~ty 

capital than was the case in the 1980's or early 1990's. 

.. - 
SECTION -. IV: PRESENTATION OF EVIDENCE 

.. 

A. Discounted Cash Flow ( ~ ~ ~ ~ F l p d o l o g y  -. 
PLEASE EXPLAIN THE BASIC THEORY~'UNDERLYING THE USE OF THE DCF 
METHDDOLOGY TO DETERMINE THE COST OF COMMON EQUITY. 

According to the DCF theory the investor's required return on common stock equity equals the 

dividend yield on the stock plus the expected rate of growth in the dividend. This relationship 

is commonly represented mathematically as: 

where k is the cost of equity capital (the investor's required return), DIP is the dividend yield 

(the dividend divided by market price), and g is the expected rate of growth in the dividend. 

Depending on the nature of the assumptions and majhematicai procedures employed in the 

derivation of the model, the dividend yield portion of the total return is variously represented as 

DJPo or D,P0 where Q, and D, represent the "current dividend" and the "next period dividend," 

respedively. Depending further on what is assumed about the frequency of payout and the 

compounding of intra-period retained earnings, as an annual yield DdP, will tend to understate 

the effective yield, while D,IP , will tend to overstate it. A vaiid conceptual argument can be 

made for using an average of the two, sometimes presented in the form Do(1+.5g)IPo. This is 

the method I have used to compute the dividend yield component of the DCF return. 

W T  STEPS ARE INVOLVED IN IWIPLEMEIWMG M E  DCF METHODOLOGY? 

The principal steps in implementing the DCF approach are the selection of a sample of 

companies to which to apply the method, and the s e i d o n  of measures of expected growth. 

WHAT SAMPLE OF COMPWES DID YOU USE, AND HOW DID YOU DEVELOP THE 
SAMPLE? 

I used a sample of combination gas and electric utilities with a Value Line Safety Rank of 2, the 
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same Safety Rank assigned by Value Line to Northwestern Corporation. The sample, and 

selected financial risk characteristics for the firnis in the sample, is presented In 

Exhibit-(BLC-3). Schedule 2. Based on the indicated financial risk criteria - the Value Line 

"Safety Rank," "Earnings Predictability," stock "beta" coefficient. and "Financial Strength" n h g  

- the sample is reasonably comparable in risk to Northwestern. From the standpoint of 

f i nand  theory, the most meaningful risk measure is the stock "beta" ccefficient (lower means 

less risk), andFrthWestem1s beta is 0.55, the same as the sample median. Thus this sample - 
should provide a reasonable basis for determining a fair rate of retum for NorthWestern's . 
shareholders on its utility equity. '-.\ -, 

1 

WHAT DATA DID YOU ME IN ORDER TO DETER IME M E  IWESTCR EXPECTED 
GROWTH RATE FOR DCF ANALYSIS? 

To determine investor expectations with respect to future dividend growth, I examined lBES 

(Institutional Brokers Estimate System) earnings per share (EPS) projections, the current "% 

Retained to Common Equity" reported by Value Line, and Value Line gmwth projections for 

eamings per share (EFS), dividends per share (DPS), and h k  value per share (BVPS), giving 

me a potential total of five growth projections for each company.' (Not ail companies in the 

sample had available data for all five growth parameters.) I developed DCF rates of return 

using both the mean and median growth rates for each company. 

PEASE DESCRIBE THE RESULTS. 

The results are shown in the last two columns of Exhibit (BLC-1). Schedule 2. For the 

sample as a whole, the average DCF rate of return was 9.1 8 percent, consisting of a dividend 

yield of 5.23 percent, and an average expected gr0~dh rate of 3.95 percent. Also shown on 

Exhibit-(BLGl), Schedule 2, is a comparison for NorthWestem specifically. The resulting 

average DCF return fcr NorthWestern was 14.45 percent Though I show the comparison data 

for NorthWestem, in my opinion this is not a reasonable or reliable estimate of the cost of 

equity for Norlhwestem Public Service. Taken as a whole, the data presented in 

v&ibii-(BLC-l), Schedule 2, indicate a DCF cost of equity of 9.2 percent for combination 

utilities comparable to Northwestern's utility operations. 

P l E a S E W W N  THE DCF RCZTE OF RETURN S H O W  FOR NORMESTERN IS 

'IBES - or VBtE/S - is a service of IIBiE/S International, Inc. consisting of a survey 
of insM~rtional brokerage earnings forecasts foi common stock. 



NOT LE OR PEUABLE AS AM ESTIMATE OF THE aPPWOP 
EQUIIY FOR N O R m S T E R N  PUBUC SERVICE? 

A There are several reasons. First, it is a "sample of one" estimate. A single estimate such as 

this is never as reliable as the average or median of a larger sample. Second. it represents an 

es&mte of the cost of equity for NorthWestem Corporation as a whole, and  not specifically IPS 

uiility operations. While many utilities now have some non-utilrty operations, Northwestern 

Corpw&on's u t i i  operations now provide it with less revenues than its non-utility operations. 
1 

The fair rate of return is o n e  commensurate with the return that could be earned on @&g 
'" 

inv&me& of comparable risk ~his;;'~rareturn indicated by the average or  median cost of 

equity for the sample group, not the return indicated for NorthWestem Corporation. Finally, the 

unusually high rate of earnings groWh shown for Northwestern Corporation indicates that 

NorthWestem Corporation's cost of equity may not be consistent with the underlying 

requirements of the constant growth DCF model. This is in fact the case, as 1 will show with 

tfie results from the  non-constant growth dividend discount model later in my testimony. 

Q. IS A 9.2 PERCENT ESTIMATE OF THE COST OF EQUITY A REMSONBBLE RATE OF 
IRETURN ON EQUIP( IN RELATION TO CURRENT BOND YIELDS? 

k Yes, it is. For the six months ending August 31, 1999, the average yield on long term treasury 

bonds  w a s  5.8 percent, while the  average yield on Moody's A rated bond index was  7.6 

percent Because of the "defensive" characteristic of utility stocks - their p r i e s  fall less than 

the market as a whole when the  market slumps -they a r e  priced somewhat like bonds and 

normally require only a modest risk premium over bonds compared to other common stocks. 

A 9.2 percent cost of equrty for utility stocks yields a fair and reasonable risk premium relative 

to the yields on these bond instruments, especially in the current low inflation, iow interest rate, 

capital market environment 

B. Dividend Discount clllel (DDM) Methodology 

Q. WHAT ARE THE DMDEND DISCOUNT MODELS. 

A. Dividend discount models are more general forms of the DCF methodology which embody less 

restrictive assrrmptions than the  traditional methodology. The tradima! m t h d o i o g y .  

sometimes referred to  as the  'constant growth" or "sustainable growW' mock!, assumes that 

dividends, earnings, book value per share, and share price all grow a t  the same uniFonn rate 

of gmwth. While this is rarely the case in actual@, it is not an unreasonable assumption if the 
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differences are small, a condition which implicitly requires a relatively constant dividend payout 

ratio. 

WHY DID YOU USE A DMDEND DISCOUNT MODEL IN ADDITION TO THE MORE 
TFaADlTlONAL DCF MODEL? 

Where  dividend payout ratios are  expected to trend upward or downward over extended 

periods of time, use of five-year growth projections of the type published by IBES. Value Line, 

or other investment services in a constant growth form of the DCF model can produce distorted 

and  unreliable results. Currently, payout ratios a re  trending downward, Multiple-period 

dividend discount models provide more reliable and accurate measures of the expected DCF 

return under such conditions.." I. *- . 
PLEASE EXPLAIN IN FURTHER b h K  HOW THE MVLTWLE PER100 DlVlDEND 
DISCOUNT MODEL IS DERIVED. 

Multiple period dividend discount models are  based on finite horizon DCF models of the form: 

where 

Here t is a finite time period, a t  he end of which the stock would be sold for P,.. By postponing 

t h e  period of constant growth to some fifiits point of time in the future, dividends can be 

projected during the interim that follow any pattern consistent with expected earnings growth 

and dividend payout ratios. 

BASED ON YOUR EDUCATION AND €XPEUIENCE, ARE SUCH ODELS USED BY INVESTORS TO DETERMINE EXPECTED REWRNS? 

Yes, they are. Such models are used by firms such as Prudential-Bache and Memll Lynch to 

develop expected returns, and are  presented along with constant growth models in standard 

textbooks. 

IN FURTHER DETAIL YOUR IMPI-EMENTATION OF THIS 
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The basic data employed in my implementation of this methodology is presented in 

Exhibit-(BLGl), Schedule 3. The basic input data consists of the current dividend yield, 

an EPS projection for 1999, the current IBES EPS growth projection, a projection of long-term 

growth into perpetuity. and retention ratios for 1999, 2003, and 2018. The DDM analysis 

assumes that earnings grow from 1999 to 2003 at the indicated IBES growth rata, and at the 

long-term growth rate thereafter. The period from 2003 to 2018 is a transition period during 

which the payout ratio changes from the value projected by Value Line in the year 2003 to a 

common valugor all companies in the sample in the year 2018. Constant growth assumptions 

- long term growtt, of 4.5%, an- retention ratio of 0.40 - apply after the year 201 8, allowing 
"--\ 

the determination of a terminal share pnce or the year 2018. These long-term conditions after 

2018 are applied to all the companies in the sample. Having generated a series of cash flows, 

the model generates an expected return, k, by solving the following equation: 

5, 4 D, 0 = + + . , , + - + - -  p' Po 
( 4  + k)' (1 + q2 (1 + k)' (1 + k)' 

The solution to this equation is the value of k which makes the right hand side of the equation 

zero. This a n  only be done by trial and error, but there are computer algorithms for finding the 

solution to such formulas automatically. The DDM returns shown on Exhibit (BLC-I), 

Schedule 3, were developed using the "solver" routine in an Excel spreadsheet 

PLEASE SUMMAFWE THE RESULTS Nu'D COMMENT ON WEIR SIGNIFICANCE. 

The mean DDM return for the combination utility company sample was 9.12 percent, and the 

median DDM return was 9.23 percent These results corroborate closely the constant growth 

DCF returns presented in Exhibit-(BLGI), Schedule 2. More notable, perhaps, is the 9.10 

percent DDM return for Northwestern Corporation, which corrosorates my earlier suggestion 

that the constant growth DCF model does not produce reliable estimates of the cost of equity 

for Northwestern. 

D. Summary of Opinion on Cost of Equity and Fair Rate of Return on Equity. 

PLEASE SUMMARIZE YOUR OPIN!OM REGAPSIIMG NORTHWESTERN PUBLIC 
SERVICE'S COST OF EQU!lY AND FAIR RATE OF RETURN ON EQUITY. 

Based on the results shown on Scfiedules 2 and 3 of my exhibit. it is my opinion that the cost 

of equity for utilities comparable in risk to Northwestern Public Serivce is presently about 9.0 
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to 10.0 percent. 

E. Capital Structure 

Q. PLEASE EXPLAlN WHY YOU DID NOT ACCEPT THE FILED CAPITAL STRUCTURE. 

A. Because of an aggressive program of mergers and acquisitions, the recently renamed 

NorthWestem Corpor!ion is no longer primarily a combination gas & electric utility. In 1998, 

revenues from Northwestern Corporation's electric and natural gas operations comprised just 

12.2 percent of its total revenues. In addition to its electric and gas utility operations, 

NoNlWestem Coportion holds e l e s t s  in Cornerstone Propane Partners, L.P. (NYSE: CNO). 
'-\. 

the nation's fourth largest retail propam distributor; Expanets, Inc., a national provider of 

integrated communications and data solutions and network services; and BILE Dot Services, 

Inc., a national provider of air conditioning, heating, plumbing and related services. Revenues 

from propane sales accounted for 64.6 percent of the Corporation's total revenues, while 

combined revenues from HVAC and communications accounted for 21.4 percent of the 

Corporation's total revenues. The consolidated caoital structure filed by the Applicant contains 

the combined investment of all these varied enterprises. W~th over 85 percent of the Applican's 

revenues now corning from non-utility operations and investments, it is important to insure that 

the consolidated capital structure does not result in cross-subsidization of the retum eamed by 

the Applicant on its non-utility investments from the retum granted on its utility investment. 

Q. PLEASE U P W I N  WOW SUCH CROSS-SUBSIDIZATION TAKES PUCE. 

A. m e n  non-utility investment is consolidated with utility investment, it typically raises the equity 

ratio in the capital structure, and reduces the debt ratio, resulting in a higher overall rate of 

retum passed on to utility ratepayers. Indirectly, what is taking place is that utility ratepayers 

are being deprived of the full use of utility debt, which has a much lower cost rate than equity. 

At the same time, the utility debt that ratepayers are deprived of inures to the benefit of the 

Corporation's non-utility investment, "leveragingn the retum on equity in non-utility investment, 

i.e. resulting in a higher return on equity in non-utility investment than would be eamed 

otherwise. 

Q. CAN YOU ILLUSTRATE THIS WITH A SIMPLE EXAMPLE? 

A. Yes, I can. Assume that a utility has $100 million of investment, financed with 60 percent debt. 

at a cost of 8 percent, and 40 percent equity at a cost of 10 percent. The utility's capital 
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structure and overall cost of capital is: 

- ......... __-_...___-__ __I_I..-___ . . A- / Utility Capital Structure and Rata of Return ' 1 
--- C . - i I I 

- !--- i 
Source / Amount % of Total I Cost 1 Wtd Cost1 

---. 
Now assume that a non-utility corn;&as the following capital structure and capital costs: 

Common Equity / 40,000,000.00 

Total 1 100,000,000.00 

. . 
Non-Utility Capital Structure, and Rate of  Return 

- - - - -  A- I---..-- I 
40.00%/ 10.00% 1 4.00%; 

I i _.-_--A. ! 
100.OOO/~l --L- i - 7.60%~ ---.A 

............................................................................................................. : ....................... --.- 
i Source : Amount j % of Total Cost ~ t d  cost .  
i Long-Term Debt : 40,~,000.00 : 40.(101 ............................ 6.00% 2.40% : ......................................................................... ................. ; ..*.......... 

Common Equity 60,(PBl,000.00 ' 60.00% 10.00% 6.m:L 

Total 100,000,000.00, 190.GQ% 8.40% 

The only difference between these two is in the relative amounts of debt and equity. But 

because the non-utility has more equity than the utility, its overall cost is higher. Now let's 

"merge" the two and create a "consolidated capital structure." 

.................................... . . . . . . . . . . . . . . . . . . . . . . . . . .  _ _  _ 
i Cont;;dldated Capital ........................................................ SZructure and Rate of Return : ............................ ____ ...._... 

Source Amount % of Total Cost W d  Cost 
Long-Term . . . .  Debt I I l Q , ~ , ~ ~  50 00% 6 00% 3 00% 

Common ~qui ty  100@0 ~00.00 9.00% 10.00% 5 El46 

Total . ,. MO,OEh3,D3l.W3- . -. - 1oC.Cfo0/o 8 00% 

Observe haw the consolidated capital structure is a "Mend" of the two overall weighted average 

costs. Whereas the overall weighted average cost of the utifity capital strudure is 7.40 percent, 

the overall weighted average cost of the consolidated capital structure is 8.00 percent. 

The actual of dlity capital in tk? preoediwg example remains 7.60 p e m k  If the weighted 



cost of capital from the consolidated capital structure of 8.00 percent is allowed on the utility 

investment, the difference 0.40 percent, accrues to the benefit of the merged entity's 

shareholders as an excess return on equity. 

IS THIS HYPOTHETICAL S I M I ~ R  TO THE FACTS OF THIS CASE? 

Yes, it is. The non-utility components of the consolidated capital structure have been 

capitalized with much less debt than Northwestern Public Service. Consequently, when they 

are merged into a consolidated capital structure, the effect is to raise the equity ratio and lower 

the debt ratio which Northwestern Corporation seeks to apply to its utility operations. The 

effect is precisely that illustratedjn the preceding hypothetical example. 
'z 

HOW CAN THIS EFFECT BE P R E V E ~ D I )  

To prevent this effect, the capital structure must reflect only utility investment. 

IS THAT WHAT IS REPRESENTED BY THE CAPITAL STRUCTURE SHOWN ON YOUR 
wb.rrsra (BLC-I), SCHEDULE 13 

Yes, it is. 

HOW DID YOU DEVELOP THIS CAPITAL STRUCTURE? 

1 developed this capital structure on the basis of information provided in response to the 

Commission Staff's Second Data Request, No. 2-54, which requested a reconciliation between 

the filed consolidated capital structure and a capital structure for Northwestern Public Service 

based on its 1998 FERC Form 1. W& one exception, the capital structure based on the FERC 

Form 1 is "purged" of the substantial non-utility investments reflected in the consolidated capital 

structure, and Qhus more nearly represents the true and actual capital structure of the 

company's utility operations. 

WHAT IS THE EXCEPTION TO WHICH YOU REFER?. 

The Form 1 capitalization still contains a substaniial amouvt of investment in non-utility 

o p e ~ b n s ,  in particular, investment in Northwestern Growth Corporation. Northwestern Growth 

Corporation is the entity through which Northwestern Corporation acquired its investment in 

Blue Dot Services, Inc., and other non-utility investments. As a matter of fundamental 

ratemaking prinaple, this nort-utility investment should be eliminated from equity. Its inclusion 

in the utility capital structure is essentially an extreme example of the problem illustrated in the 

above hypothetical example, because it represents non-utility investment funded wholly by 

equity. So I have removed it from the capital structure shown on my Schedule 1 
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1 Q. HAVE YOU MADE AMY OMER CHANGES FROM THE CAPITAL STRUCTURE BASED ON 
2 WE FERC FORM 13 

3 A. Yes. I have not included pollution control debt in the capital structure. That debt should be 

4 allocated completely to the benefit of electric customers. This is a gas rate case. 

5 Q. PLEASE SUMMARIZE YOUR CONCLUSIONS REGARBlNG THE CAPITAL STRUCTURE. 

6 A Starting with the FERC Form 1 capital structure, I adjusted it to remove the equity investment 

7 in Northwestern Growth Corporation, and did not indude any pollution control bonds in ths debt 

8 component of-the cagal strumre. The resulting capital structure is 62.4896 percent long-term 

9 debt, 0.7097 percent preferred stack, and 36.8007 percent common equity. 
*-, 

10 Q. PWSE EXPLAIN YOUR ADJUSTME& TO.THE RETURN ON EQUITY TO ALLOW FOP. 
1 1 THE EFFECT OF YOUR CAPITAL STRUCTURE OM RISK. 

12 A. Removing Northwestern Growth Corporation from equity had the effect of reducing the equity 

13 ratio from 45.5978 percent to 36.8007 percent. An adjustment downward in the equity ra!io of 

14 this magnitude creates a significant increase in the financial risk attributable to leverage. To 

15 offset this increase in financial risk, I increased the rate of return on equity to 10.6957 pe xnt. 

16 This higher return on equity results in the same overall rate of return as would a 10 percent rate 

17 of return on equity on a capital stmcture of 45.5978 percent equity. By holding the overall rate 

18 of return constant, I've accou~ted for the increased financial risk associated with increased 

19 leverage. It is important to observe that this 10.6957 percent return on equity recommendation 

20 is app!icable only to a capital structure with 36.8007 percent equity. If my recommended capital 

2 1 structure is not accepted, the rate of return on equity should not be adjusied for financial risk, 

22 and the appropriate rate of return on equity is my estimate of the cost of equity, i.e. 9 to 10 

23 percent. 

I 24 Q. DOES THAT COMPLETE YOUR TESTIMONY AT THE PRESENT TIME? 
, 

Yes, it does, except for the list of publications which follows. 



Publications 
of 

Basil L. Copalnnd, Jr. 

"Double Leverage One More Time." Public Utilities FotitnightJy, August 18, 1977. 19-24. 

"Attemative Cost of Capital Concepts In Regulation." Land Economics 54 (August 1978) 348-61 

"Estimates of the Cost of Equity for Public Utilities, 1971-1976." Journal of Bushtess Research 
7 NO. 1 (1979): 9-17. 

"The Cost of Equity Capital: A M d e l  for Rcgulatory Review." In Issues in Public Utility 
Regullation, edited by Hany M. Trebing, 342-56. East Lansing: Michigan State University, Graduate 
School of Business Administration, lnstitute of Public Utilities, 1979. 

"Capacity ~lanniiig, Reliability, and Outage Costs in Electricity Supply: Comments." in Challenges 
for Public Utility Regulation-inXf@ 9980*s, edited by Harry M. Trebing, 51 1-516. East Lansing. 
Michigan State University, Graduate School of Business Administration, ingitute of Public Utilities, 
1981. -\ , 

--. 

"Inflation, Interest Rates, and Equity Risk Premia." Financia/ Analysts Journal (MaylJune 1982): 
32-43. 

"Do Stock Prices Move Too Much to be J ~ i f i e d  by Subsequent Changes in Dividends? Comment." 
American Economic Review 73 No. 1 (1983): 234-35. 

"Inflation, Monetary Policy, and the Eqcity Risk Premium." In Regulatory Reform: The S t a t e  of t h e  
Regulatory Art, Emerging Concepts and Procedures edited by J. Rhoads Foster. 183-201. 
Washington: lnstitute for Study of Regulation, 1984. 

"Ratemaking Treatment of Excess Capacity: Reconciling Regulation with Consumer Sovereignty." 
In Changing Patterns in Regulation, Markets, and Technology: The Effoct on Public Utility 
Pricing edited by Patrick C. Mann and Harry M. Trebing, 407-40. East Lansing: Michigan State 
University, Graduate School of Business Administration, lnstitute of Public Utilities, 1994. 

"Bailing Out Public Utilities with Troubled Nuclear Power Plants: Who wins, Who Loses?" In The 
Impact of Deregulation and Market Forces on Public Utilities: The Future Role of Regulation 
edited by Patrick C. Mann and Hany M. Trebing, 371-91. East Lansing: Michigan State University. 
Graduate School of Business Administration, Institute of Public Utilities, 1985. 

"Price Theory and Telecommilnications Regulation: A Dissenting View," with A. Sevem. Yak 
Journal on Regulation 3 No. 1 (Fall 1985): 53-85. 

"Capital Gains Taxes After Tax Reform," with Alan K. Sevem. Journal of Portr'oiio Management 
13 No. 3 (Spring 1987): 69-75. 

"Escape from the Black Hole of FERC: A Proposal to Restore Pike Prudence Review." with Robert 
E. Johnston. The NectricHy Journal 2 No. 4 (May 1389): 12-25. 

"Telecommunications Regulation - The Continuing Dilemma: Commentary." In Public Utility 
Regulation, The Economic and Social Control of Industry, edited by Kenneth Nowotny, David 
B. Smith, and Hany M. Trebing, 131-36. Boston: Kluwer Academic Publishers, 1989. 

"Procedural vs. Substantive Economic Due Process for Public Utilities," with Walter Nixon. Energy 
Law Journal 12 No. 1 (Spring 1991): 81-1 10. 
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Northwestern Public Service 
NodRwW~srn Pubeic Serwice Company Cmt of Capbl  
Dscemkr 31,1998 

Line No. Source 
A 

1 Long-Term Debt 
---. 

Reference Amount % of Total Cost Wtd. Cost 
B C S E F 

Line 14 330,2OS,OMJ 62.4896% 7.1 121% 4.444394 
-+ 

2 Prefet~ed Stock \- - 3,750,000 0.7097% 5 1 133% 0 036394 
l- - c. 

3 Common Stock Equity L i n e ' h  94,461,169 36.8007% 10.6957% 3 9 3 6 2  

Gammon Stock Equity 
5 Per Soaks Common Stock Equity 
6 i s :  Equity in Northwestern Growth Corp. 

7 Total Utility Common Stock Equity 

Long-Term DgM Detail 
Erst Mortpqe Bonds 

8 7.000% Series 
9 6.990% Series 

10 6.950% Series 
11 7.100%Series 

Capital Trust 
12 8.125% Series 

Subdebentures 
13 7.200% Seriesl 

14 Total Long-Term Debt 330,206000 7.1 121% 23,484,610 



Northwestern Public Sewice Company 
Selsctsd Financial Risk Characteristics and DCF Rate of Return Analysis 
Combination Gas & Eloctr lc Utill'rlen - Walua Liner Stfati Umk 2 

Company Ticker S a h v  Earnings Beta Financial Current Slx-Wlonth Dlvldend IBES VL EPS VL DPS VL BVPS X R e t  l o  Mean Median DCF Ratum DCF RMurn 
Marno Symbol Rank Fred. Stwnqth Dlvidond Avn Prlcc Yield Prol. Prol. Prol. Prol. Common Growth Grcrwth wlRloon wEAedlen 
Alhant Energy LNT 2 El++ 2 00 28 004 6 96 2 0 4 2 0 4 2 3 2 5  1 2 3  2 3 9 25 9 27 
Central Hudson CNH 2 95 0 50 A 216  39787 5 4 4  1 0  1 9  0 4 2 5 3 0 1  1 8  1 Q 7 2 0  7 33 
Clnorgl 
Constillatton Energy Group 
Ener~y East Corporation 
LBG Energy C q  
MDU Raswrces 
M o n t a ~  Powec Co 
Now Cantltry Energies , PECO € m y  Company 
P S Enterpnst, Grwp 
Puget Sound Energy 
Rodwstw Gas 8 Electnc 
SL Joseph Light and P m r  

/ 
Wt$oonsm Energy 

CIN 
CEG 
NEG 
LGE 
MDU 
hlTP 
NCE 
PE 
PEG 
PSD 
RGS 
SAJ 
WEC 

Mean 2 70  0 5 3  
M d i n  2 70  0.55 A 

Nwhvastarn Corm::on NOR 2 65 0.55 B++ 

Sourcm: Value L l n ~  ; 



l. . 
Ccm,mq Inputs: ----. - 

D W n d  1999 l6ES L w - T ~ ~  R~bnths.'* /.Sf09 
Weld EP!5 Growth 6 d h  1999 20% 2010 

N1mt Energy 6.96% 2.20 2.00% 4.50% 0.09 0 23 040 

Central Hudson 5.44% 2.85 1.00% 4.50% 0.24 0.29 0 40 
5.89% 2 68 5 00% 4.50% 0.31 Ciergy 030 040 

Consttllation Energy Group 5.62% 2.35 4 GO% 4.50% 0.29 0.36 0 40 
Energy E& Corporation 3.22% 1.65 6 00% 4 50% 0 49 0.50 0 440 

L&G Energy Corp. 5.72% 1.85 5.00% 4 50% 032 038 040 
PJDU Resouroes 3.66% 1.50 7 50% 4.50% 045 051 0 40 

Montana Power Co. 2.30% 1 25 6.70% 4.50% 0.36 0 45 0 40 
6.27% 3.20 5.0CCh 4.50% 0.28 0 32 0 40 Plw Cantury Energies 

PECO Energy Company 2.27% 3.00 6.50% 4.50% 0.67 0.73 0.40 
5.39% 2.90 3.00% 4.5096 0 26 0.31 0 40 P.S. Enterprise Group 
7.54% 1.90 3.9036 4.50% 0.03 0.12 0.40 Puget Sound Energy 

Rochesbr Gas 8 Eledric 6.78% 2.35 1.50% 4.50% 0.25 0.28 0 40 
st Joseph Light and Pwer 4.95% 1.25 11.60% 4.9% 0.20 042 0 40 

Wmns in  E r e q l  6.47% 1.90 3.90% 4.50% 0.18 0.36 0 4.0 - 0 29 0 37 
Wan 
W i r n  

PborUwstern Corporation 
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AFFIDAVIT 

OF -1 

BASIL L. COPELAND 4R. 

I, Basil L. Copeland Jr., certify that the preceding Testimmy and Exhibit sf Basil L. 
Copeland Jr. was prepared by me or under my direct sup~rvision, and if asked ihe  
questions therein my answers and responses would as shown and are true and correct to 
the best of my infomation, knowledge and belief. 

- 
Basil L. Copeland Jr. 

Subscribed and sworn to before me this 23th day of September, 1999. 
0 

1 

1 
I 

1 

NGTARY PUBLIC 
I 

~y Cornrnission expires: %IaU 
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Mr. William Bullard, Jr. 
Executive Director 
South Dakota Public Utilities Commission 
500 EastCapitol 
Pierre, SD 575-1 . 

' - 

Re: In the Matter of the ~ L a ~ a t i o n  of Northwestern 
Public Servic~ for Authority to Increase Rates 
for Natural Gas Service 
Docket NG99-002 

Dear Mr. Bullard 

Enclosed for filing you will find the originals of Testimony and Exhibits of Lavid A. 
Jacobsonl Testimony of Martin C. Bettman. Testimony and Exhibits of Michele M. 
Farris, Testimony and Exhibits of Keith A Senger, Testimony and Exhibit of Basil L. 
Copeland Jr., and Testimony of Robert G. Towers in the above captioned matter. 

\ 
Karen E. Crerner 
Staff Attorney 

KEC:dk 
Enc. 
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September 24, 1999 

Mr. Russell C. Molstad, Jr. 
Corporate Attorney 
NorthWestern Publ~c Service 
600 Market Street West 

Pierre, South D;\kotn 57c01-50770 

Huron, SD 57350 

Mr. ~hi;as PHitchcock 
Executive Vice ~ r e s i d ~ m  - ., 
Northwestern Energy Corporation 
33 Third Street S.E. 
Huron. SD 57350 

Re: In the Matter of the Application of Northwestern 
Publlc Serv~ce for Author~ty to Increase Rates 
for Natural Gas Service 
Docket NG99-002 

Cear Sirs: 

Enclosed each of ycu w~ l l  f~nd a copy of Testimony and Exhibtts of Dawd A 
Jacobson, Testimony of Martln C. Bettman, Testimony and Exhibits of Mlchele M 
Farm, Testimony and Exh~b~ts of Keith A. Senger, Testmony and Exhlb~t of Basll L 
Copeland k., and Testimony of Robert G. Towers in the above captioned matter 
This IS mtended as service upon you by mail 

Very truly yours, 
I? 

i 
Ka'ren E. Cremer 

1 LC\\ ts l l m m o n d  
Lcnl t - l t31~ 

Staff Attorney 
1 C a n m n  tloscch 

Lisa I Iull 1 3 3 r c  Jacohion 
K s w  J~.hnson 

Hoh Knadlc 
Dclatnc Kolbo 
C h r l c n c  Lund 

Tcm Sorum 
Grcgcwy A Rislov 
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TESTIMONY & EXHIBITS OF DAVID A JACOBSON 
ON BEHALF OF COMMISSION STAFF 

SEPTEMBER 1999 

What is your name and by whom are you employed? 

My name is-David -- A. Jacobson and I am presently employed as a Utility 

Analyst with the Fixed Utilities Division I of the Public Utilities Commission. My 
1 

business address is Public Utilities Commission, State Capitol Building, Pierre, 

South Dakota 57502. 

Please describe your educational background and experience. 

I received a Bachelor of Science Degree in Business Administration majoring 

in management in 1980 and subsequently completed major course work in 

accounting at the University of South Dakota. I have been with the Public 

Utilities Commission since May of 1984. 

Have you previously testified before the Commission? 

I have presented testimony in 13 rate increase applications and in various 

other docketed matters before the Commission. 

Were you assigned to work on this docket? 

Yes. 

What is the purpose of your testimony in this proceeding? 

1 shall present StaWs determination of NorthWestern Public Service's (NWPS 

or Company) cash working capital allowance, gas storage rate base amount 

and luWS's proposed tariff sheets. 



Working Capital 

Q. Has NVWS made a claim for working capital? 

A. No, the Company made no claim for working capital. 

Q. How were you able to perform a calculation for working capital? 

A. In Data Request 1-3, 1 submitted to the Company the calculation of Working 

capital from the last NWPS natural gas rate case and requested that 

calculation be updated. That calculation was based on a lead lag study. A 

lead lag study is a study of time between (1) when a service is provided to a 

customer and when the utility receives revenue from that customer for that 

service; and (2) the time between when a service is provided to the utillty and 

when the util%y pays for that service. The difference between these is 

expressed in days. This differen& multiplied by the average daily operating 

expense results in the working capital required for those operating expenses. 

Taxes collected by the Company and held until payment are also included in 

the working capital calculation. The detail for this can be found on 

Exhibit(DAJ-l), Schedules 1 and 2. 

Q. Why have you reflected federal income taxes currently payable as having no 

effect on working capital? 

A. Adjusted test year federal income taxes currentiy payable are a negative 

amount. Negative federal income taxes do not create a working capital 

requirement. 

Q. What is the effect of your working capital calculation? 

A. Cash working capital requirements are negative $609,583 and collections 

available are $56,204 which are reductions to NWPS's dte base. 

. - 
, - Gas Storage 



A. The Company has calculated test year gas storage by averaging the test year 

beginning and the twelve month end balances in the gas storage account. 

This methd is commonly known as the thirteen month average method. 

Q. Is there anything wrong with the thirteen month average method? 

A. When monthly average amounts are relatively stable throughout the year, the 

thirteen month average method is acceptable. The use of the thirteen month 

average method results in one month having both the beginning and ending 

balance counted. A problem arises when an account fluctuates widely 

because of seasonality. In the case of gas storage, balances during the month 

of December, which is the month counted twice, are near their peak. 

Q. How should this be corrected? 

A. Accounts which have balances varying widely depending on seasonal 

fluctuations should be calculated using a twelve month average. In this case. I 

have recalculated the storage gas balance using an average d the twelve 

monthly averages which can be seen on Exhibit-(DRJ-2). Schedule 1. The 

result is an adjustment lowering rate base by $37,790. 

Tariff Sheets 

19 Q. Have you reviewed the proposed tariff sheets submitted by NWPS in this 

20 case? 

I 2 1 A. Yes. The tariff sheets submitted are acceptable with the condition that sheet 
1 
! 22 numbers, effective dates and final rates be updated upon final rate 
I 

I 23 determination. 



Staff Pro Forma Expense Expense Expense 
As Filed Adjustments Expense Per Day Lead Days Dollar Days 

(b) (c) ( 4  (el (0 (9) 

Operation and Maintenance 
1 Cost of Gas $21,484,514 $12,882 $21,497,396 158,897 35.3 $2,079,064 

4,166,227 (88,342) 3,077,885 8,433 7.6 2 Labor 
64,091 

3 Other 0 11 M 3,888,377 (529,072) 3,359,305 9,204 38.1 350,672 
$28,539,1 18 ($604,532) $27,934,586 $76,534 $2,493,827 

4 Total 0 & M 

Taxes Other Than lncome 
5 Ad valorem - South Dakota 
6 Deleware Franchise 
7 Federal Highway Use 
8 Workers Comp - Self Insured 
9 South Dakota - Gross Revenue 

10 Employer FICA 
11 Unemployment Tax - Federal 
12 Total Taxes Other 

13 Depreciation 
14 Deferred Federal lncome Tax 
15 Federal lncome Taxes 
16 Preferred Stock Dividends 
17 Long Term Debt Interest 

16 Total 

19 Revenue Lag Days 
20 Expense Lead Days 
21 Net Lag Days 
22 Expense Per Day 
23 Working Capital 



Exhibit(DAJ-1) 
Schedule 1 
Page 2 of 2 

Sources: 
Colurnn (b) line 1 & 13: Exhibit-(RGT-I), Schedule 3, page 1 

line 2: NWPS Exhibit(TPH-l), page 27 
line 3: O&M + Manufactured gas plant + rate case expense - labor and cost of gas I 

lines 5-9: NWPS Exhibit-(TPH-1), page 44 i 
lines 10-1 1 : Fax from \ t;rg Garbers 911 6/99 I 

line 14: Statement Y, ?age 7 of 7 
line 1 5: Jacobson wur if paper 

Column (c) lines 1-3: Exhibit_(RGT-I), Schedule 3, page 2 
line9: Exhibi t (R6T-I) ,  Schedule 3, page 2 (395+603=938) (402,290 x .0015 = 603) 

line 15: Jacobson workpaper 1 

line 16: Weighted cost of preferred x rate base I 

line 17: Weighted cost of LTD x rate base 

Column (f) lines 1-3, 5-7, 10-4 I1 16-17: MWPS Data Response 1-3 
line 8: Same as labor 
line 9: Staff workpaper reflecting June 1st payment date per SDCL 49-IA-3 

line 15: Staff vdorkpaper 



l tern 
(a) 

1 Employee FICA 
2 Federal Witholding 
3 South Dakota Sales Tax 

4 Total Tax Collections Available 

NORTHWESTERN PUBLIC SERVICE 
South Dakota - Gas 

Tax Collections Available 
Test Year Ended 12-31-98 

Staff 
As Filed Adjustments 

(b) (C) 

$195,221 $0 
647,350 0 

1,601,067 19,164 

Sources: 

Average 
Daily 

As Adjusted Collections 
(dl (el 

$195,221 $535 
647,350 1,774 

Exhibit-(DAJ-1) 
Schedule 2 
Page 1 of 1 

Average 
Days Working Cash 

Available Available 

(9 (9) 
8 $4,280 
8 14,192 

Column (b) lines 1 & 2: NWPS Data Response faxed from Virg Garbers 9/15/99 and 9/21/99 
line 3: 4.757% effective tax rate* applied to NWPS's normalized revenue ($33,657,074) 

Column (c) line 3: 4.757% affective tax rate* applied to Staff revenue adjustments 

Column (f) lines 1 8 2: NWPS Data Response 1-3 
lhe 3: [(365112)12] + 30.4 - 36.13 (revenue lag) reflects South Dakota sales tax remmittance statute 

4.757% = test ycsr sales tax per books ($1,417,929) divided by tost year revenue per books ($29,804,685) 



Exhibit-(DAJ-2) 
Schedule I 

NORTHWESTERN PUBLIC SERVICE 
South Dakota - Gas 

Gas Storage Adjustment 
Test Year Ended 12-31 -98 

Month-End Monthly 
Balance Average 

(a) (b) (c) 

1 December, 1997 
2 January, 1998 
3 February 
4 March 
5 April 
6 May 
7 June 
8 July 
9 August 

10 September 
1 "ictober 
12 November 
13 December, 1998 

14 Average $702,370 $664,581 
15 As filed 702,370 

16 Rate base adjustment ($37,790) 

Sources: NWPS Exhibit (TPH-I), page 55 
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What is your name and by whom are you employed? 

WUTH DAKOTA PUBLIC 

My name is Martin C. Bettmann and I am employed as a Staff Engineer by the 

South Dakota Public Utilities Commission (Commission). My business address 

is South Dakota Public ~tilities-'Ccmmission, 500 East Capitol Avenue, Pierre, 

South Dakota, 57501 -5070. 

Please describe your professional and educational background. 

I received my Bachelor of Science degree in Engineering from South Dakota 

State University in 1975. After graduation I was employed by an engineering 

mnsu!tinr; firm in Aberdeen, South Dakota, prior !c! @king my preser!P position as 

a Staff Engineer with the Commission in November, 1977. 

Please describe what your job invo!ves. 

My primary responsibilities with the Commission Staff (Staff) include managing 

the pipeline safety inspection program, the review of energy conveisior: and 

transmission facility siting applications and e~aluating and making 

recommendations on electric and natural gas rates and tariffs. 1 also advise the 

Staff on the various engineering and technical matters that come befcre the 

Commission. 

Have you testified before the Commission in any previous electric or natural gas 

rate case proceedings? 



Yes. I have submitted written testimony in four electric rate cams and three 

natural gas rate cases. 

In previous rate cases, my written testimony has addressed fuel oil usage at 

combustion turbine and internal combustion electric generating plants, steam 

production plant depreciation proposals, the apportionment of revenue 

responsibility among the customer classes and the rate design proposals, and 

the level of gas sales to a power plant and the purchased gas cost reflected in 

that companies Operations & Maintenance expense. 

Are you familiar with Northwestern Public Service's (MPS) application for an 

increase in revenues? 

Yes. I have reviewed the direct testimony of the NPS witnesses, their exhibits 

and the responses to Staff data requests pertinent to the preparation of my 

testimony. . .. 
What is your role in this docket? 

For this filing, I am responsible for the review and analysis of MPS's proposed pro 

forma new load adjustments. I have also reviewed the weather normalization 

adjustment sponsored by NPS witness Jeffrey J. Decker. My testimony also 

summarizes Staffs proposed rate design. 

In your opinion, are there any changes necessary to NPS's proposed pro forma 

new load adjustments? 

It is my opinion that the pro forma new load adjustment of 7,200,000 Therms 

shown in Column (c), Line 19, of NPS Exhib i t (TPH-I ) ,  Page 15 of 58, should 

be reduced by 450,000 Therms to 6,750,000 Therms. The new load adjustment 

as proposed by NPS includes projected natural gas deliveries to a new South 

Dakota Wheat Growers faciirty located in Mellette. The facilities that will be used 

to serve the facility were constructed during Calendar Year 1999 and are not 

included in the 1998 Test Year rate base. Therefore, it is my opinion that rlfie pro 



forma new load adjustment of 450,000 Thenns, apportioned to that factlity, should 

not be included in the Gas Revenue Requirement calculation. 

In your opinion, what changes should be mado to NPS's proposed weather 

normalization adjustment? 

It is my opinion that the weather normalization adjustments, as proposed by NPS 

witness Decker, are acceptable. 

How are the revenue increase calculations you performed in Exhibit (!$I C & 

2) different from NPS's calculations as found in RIPS Exhibit-(TPH-I)? 

The obvious drfferenc~ between the two methods is in the way they are depicted 

on the spreadsheets. The other difference is the incorporation of Staffs proposed 

change to the pro forma new load adjustment for Rate 87 (Option B) sales g 

and the difference in revenue deficiencies by class. 

What rate design changes does NPS propose for Residential - Rate Code 81 

customers? 
, 

NPS is proposing to keep the two step declining block rate structure that is 

presently in place. The most significant proposed rate change for this customer 

class is an increase in the Customer Charge from $4.50 to $6.00. Staff witness 

Robert G. Towers has submitted testimony indicating that the proposed $6.00 

charge is cost justified and, consequently, I have incorporated it into my 

iezornrnended rate structure. Additionaiiy, I note that even with this subsianiiai 

increase, NPS' residential customer charge would remain the lowest of the major 

gas companies in the state. Both Montana-Dakota Utilities and MvSicMmerican 

Energy have residential gas service customer charges of $6.50 per month. 

Mr. Towers has calculated a revenue deficiency of $246,189 for this customer 

class. Because the increase in the customer charge produces more revenue than 

$246,189 it is necessary to reduce the Non-Gas Commodity Charges for the 

class. I would make these reductions in the first usage block by reducing that rate 

from $0.2000 per them to $0.1623 per them and retaining the second block rate 

3 



of $0.1220 per them. Taking the reduction in the first black reduces samewPmt 

the impact of the higher customer charge on low volume customers. 

Q. What rate changes has MPS proposed for the Small Commercial - Rate Code 82 

customer class? 

A. MPS is proposing to keep the current three step declining block rate structure. As 

proposed, the monthly Customer Charge per Meter would be raised from 

to $7.00. As for the residential class, Staff witness Towers has testified that the 

$7.00 charge is cost justified and, for this reason, 1 have adopted it. 

The revenue deficiency for this class determined by Mr. Towers is $1 3,587 which 

is less than the revenue generated by the $7.00 customer charge. Consequently, 

I would again reduce the initial block Non-Gas Commodity Charge, reducing it 

from $0.1 141 per them to $0.1 126 per them, leaving the second and third blocks 

unchanged. 

Q. What changes are proposed for the Large Commercialllndustrial Firm - Rate 

Code 84 customers? 

A. RIPS'S proposed changes would increase the Customer Charge from $70.00 to 

$80.00 for the Option A customers, and from $260.00 to $280.00 for the Option 

B customers. Because Staff witness Towers has found the proposed customer 

charges to be cost-justified, I have incorporated them into my recommended 

rates. 

I have concluded that the Non-Gas Commodity Charge f ~ r  the Option A 

customers would be decreased to $0.0347 per them snd decreased to $0.0163 

for Option B customers. 

Q. What changes are proposed for the Interruptible - Rate Code 85 customers? 

A. lJPS is proposing the same increase in the Customer Charge for the Rate Code 

85 customers as it did for the Rate 84 customers. I have concluded that the Non- 

Gas Commodity Charge for the Option A customers would be decreased to 



$0.0347 per them and to $0.0163 for Option 6 customers for these customers, 

also. 

Q. What changes are proposed for the Transportation - Rate Code 87 customers? 

A. NPS is proposing to increase the Customer Charge from $70.00 to $130.00 for 

the Option A customers, and from $260.00 to $330.00 for the Option B customers. 

The Customer Charge for customers receiving service under a Contract with 

Deviations would also be increased from $260.00 to $330.00. Based on Mr. 

Towers' testimony I have incorporated these charges into my prop& rates. 

Once again, I have concluded that the Non-Gas Commodrty Charge for the 

Option A customers would be decreased to $0.0347 per them and to $0.0163 for 

Option B customers for these customers, the same as it was for the Rate 84 and 

85 customers. Rdr. Towers has calculated a revenue deficiency of $21,514 for the . 
customer class that includes the date Code 84. 85. and 87 customers. 

Q. Have you prepared a bill comparison using the current rates and SbfPs prqxxed 

rate design? 

A. Yes, I have. In Exhibit (MCB-3) I compare typical biiis using the current rates 

with Staff's proposed rates for Raie Code 81,82, and 8rl customers. For the Rate 

Code 85 and 87 customers I did not calculate typical bills, but Exhibit 

(MCB-4) does show the overall percent increase for the customers receiving 

service under these two rate codes. 

Q. Does this conclude your direct testimony? 

Yes, it does. 



Northwestern Public Service Exhibit - (MCB-1) 
South Dakota - Gas Page 1 of 1 
Revenue Increase 

Per Staff 

Line PERCENT 

No. RATE STEP THEHMS THERMS , TOTAL MARGIN REVISED INCREASE INCREASE 

(A) (8) / (C) (Dl (F) ('3 
Test Year Proposed Revenue Percent 

REVENUE INCREASE by RATE CODE Revenue Revenue (Inc /Dee ) (Inc /Dee ) 

1 RATE81 33,197,790 33,197,780 20,189.402 20,435,748 W3.m 1 2% 

2 RATE 82 15,860,880 15,866,880 8,226,248 8,360,735 dM,r1187 1 6% 

3 RATE 84 (OPTION AgB) 5,836,020 5,936,020 2,235,630 2,245,649 10,019 0.4% 

4 RATE 85 (OPTION ABB) 4,425,500 4,425,500 1,431 ,W2 1.437.789 6.727 0 5% 

5 RATE 87 (OPTION AgB) 20,121,130 29,121,130 1,211,082 1,215.384 4.302 0 4% 

g COMBINE9 RATE 8405 ,  arld a7 
S u m d L i m 3 . 4 , a n d 5  4,677,775 4,898.822 21,Qd7 0 4% - 39,482,650 39,482,650 

----\I 

7 TOTAL (sum ot ~ n e s  1.2. and 0 )  98,547,320 88,547,320 $ 33,293.425 $ 33,695,306 S Ml,al 1 2% 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Northwestern Public Service 
South Dakota - Gas 

Residential - Rate 81 and Small Commercial - Rate 82 
Per Staff 

CLASS OF SERVICE TYPE OF 
& RATE SCHEDULE CODE CHARGE UNIT 

(A) (el 

Reclldontltal Rote Codo 81 

ALL THERMS CURRENTLY (FIRST 30) Tharms 
EXCESS Tnerms 

CUSTOMER CHARGE BILI. 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJlJSTMENT 

GAS COST COMMODITY CHARGE 
GAS COST DEMAND CHARGE 

TOTAL 

Small Commercial - Rate Codo $2 

ALL THERMS CURRENTLY (FIRST 400) Therms 
NEXT 1,600 Therms 

fXCESS Tharms 

CUSTOMER CHARGE BILL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
GAS COST DEMAND CHARGE 

TOTAL 

PRESENT 
QUANTITIES 

(C) 

9,414,430 
25,703,360 

400,847 

33,197,790 
33,197,790 
33,197,790 
33,197,790 

33,197,790 

8,490,570 
6,106,520 
1,269,790 

58,889 

15,886,880 
15,889,880 
15,866,800 
15,860,880 

15,865,880 

PROPOSED PRESENT PROPOSED 
QUANTITIES RATES 

(Dl (El  

9,414,430 0.2000 
23,783,360 0.1220 

RATES 
(F) 

0 1623 
0 1220 

6 00 

0 0156 
0 0140 
0 2043 
0.1758 

0 1126 
0 0841 
0 054 1 

700 

0 GO99 
0 0140 
0 2043 
5 1758 

PRESENT 
REVENUES 

(0) 

1,882,886 
2,901,570 

1,003,812 

517,888 
404,769 

6,782,308 
5,836,171 

20,189,402 

968,774 
513,558 
68,898 

265,001 

(57,082 
222, I36 

3-24 1 ,W 
2,780,338 

E 220,248 

Exhibit - (MCB-2) 
Page 1 of 4 

PROPOSED REVENUE 
REVENUES INC.IDEC. 

i W  (i) 



LINE 
NO. 

Northwestern Public Service 
South Dakota - Gas 

Large Commercia!/lndustrial Firin - Rate 84 (Option A and 8) 
Per Staff 

CLASS OF SERVICE TYPE OF 
8 RATE SCHEDULE CODE CHARGE UNIT 

( 4  (B) 

Large CommercialllndustriaI Firm - Rate 
Codo 84 (Option A) 

ALL THERMS Therms 

CUSTOMER CHARGE BlLL 

AD VALOREM TAX ADJUSTMENT 
MOP REMOVAL COST ADJUSTMENT 

GAS COST COMMODiW CHARGE 
GAS COST DEMAPJD CHARGE 

RELEASE CAPACITYIBALANCING 
SURCHARGE 

SUBTOTAL 

Largo Commercialllndtrt3trlal Firm - Rate 
Code 84 (Option B) 

ALL THERMS 

CUSTOMER CHARGE 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
GAS COST DEMAND CHARGE 

RELEASE CAPACITYIBALANCING 
SURCHARGE 

SUBTOTAL 

TOTAL 

Therms 

BlLL 

PRESENT PROPOSED PRESENT 
QUANTITIES QUANTITIES RATES 

(E) 

0.0354 

70.00 

0.0064 
0.0140 
0.2300 
0.8700 

0.0170 

0.0180 

260.00 

0.0042 
0.0140 
0.2300 
0.8700 

0.01 70 

PROPOSED 
RATES 

(F) 

0.0347 

80.00 

0.0064 
0.0140 
0.2300 
0.8700 

0.01 70 

0.01 63 

280.00 

0.0042 
0.0140 
0.2300 
0 8700 

0 0170 

PRESENT 
REVENUES 

(G) 

200,403 

137,410 

35.236 
77,078 

1,286,281 
370,188 

11,561 
2,098,136 

7,748 

6,240 

1,808 
6,026 
99,004 
15,764 

904 
137,494 

52,235,830 

FROPOSED REVENUE 
REVENUES INC.IDEC. 

(HI (1) 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
13 
14 
15 
16 
17 
18 
19 
20 

21 
22 
2 3 
24 

Northwestern Public Service 
South Dakota - Gas 

Large Commercial/lnd~~strial Interruptible - Rate 85 (Option A 2nd B) 
Per Staff 

CLASS OF SERVICE TYPE OF PRESENT PROPOSED PRESENT PROPOSED PRESENT 
& RATE SCHEDULE CODE CHARGE UNIT QUANTITIES QUANTITIES RATES RATES REVENUES 

(A) (B) (C) (D) (El (F) (G) 

Large Cornrnerclnlllndustrial 
Interruptible - Rate Cede 85 (Option A) 

ALL THERMS Therms 3,937,730 3,937,730 0.0364 0.0347 143,333 

CUSTOMER CHARGE BlLL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
RELEASE CAPAClTYlBALANClNG 

SURCHARGE 
SUBTOTAL 

Large ComrnerclaUlndustrial 
Interruptible - Rata Code 85 (Option E) 

ALL THERMS Therrns 

CUSTOMER C:IARGE BlLL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
RELEASE CAPACI'PIIBIiLAlrlCING 

SURCI-IARGE 
SUBTOTAL 

TOTAL 

Exhibit - (MCB-2) 

PROPOSED REVENUE 
REVENUES INC.IDEC. 

(HI (1) 



Northwestern Public Service 
South Dakota - Gas 

Transportation - Rate 87 (Option A and 8 )  
Per Staff 

LINE CLASS OF SERVICE TYPE OF 
NO. & RATE SCHEDULE CODE CHARGE 

(A) 

1 TransportatJon - Rote Code 87 (Option A) 
2 
3 ALL THERMS 
4 
5 CUSTOMER CHARGE 
6 
7 EXTENDED SERVICE RIDER DISCOUNT 
8 AD VALOREM TAX ACJUSTMENT 
9 MGP REMOVAL COST ADJUSTMENT 
10 SUBTOTAL 

11 Transpcrtatlon - Rate Code 87 (Qptlon 8) 
12 

ALL THERMS 

WSTOMER CHARGE 

EXTENDED SERVICE RIDER DISCOUNT 
GAS COST COMMODITY CHARGE 
RELEASE CAPACIWBALANCING 

SURCHARGE 
SUBTOTAL 

TOTAL 

Page 4 of 4 

PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE 
UNIT QUANTITIES QUANTITIES 

BILL 312 312 

1,329,490 1,329,jrgO 
1,329,490 1,329,490 
1,329,490 1,329,490 

RATES RATES REVENUES REVENUES INC./DEC. 



Northwestern Public Service Exhibit - (MCB-3) 
South Dakota - Gas Page 1 of 3 

Rate Code 81,82, and 84 
Rate Comparison 

Per Staff 

LINE NO PRESENT PROPOSED 
1 CUSTOMER CHARGE $4.50 $6.00 
2 FIRST 30 THERMS $0.20000 $0.16230 
3 EXCESS TiiERMS $0.12200 $0.12200 
4 PGA and OTHER ADJ. 50.40970 $0.40370 

Rooldentlal - R a b  Code I t  

AMOUNT OF % 
PRFSEM PROPOSED INCREASE/ INCREASU . . 

THERMS RATE RATE (DECREASE) (DECREASE) 
(A) (0) (C) (Dl (El 

5 0 $4.50 $6.00 $1 50 33.33% 
10.60 11 .72 1.12 10.60% 

AMOUNT OF PERCENT 
1 

AVERAGE PRESENT PROPOSED INCREASW INCRU\SU 
MONTH THERMS RATE RATE (DECREASE) (DECREASE) 

(F) (GI (HI (1) (J) (K) 
JAN 196 5110 80 5111.17 50 37 0 3% 

FEE 166 $95 22 $95.59 U) 37 0 4% 

MAR 148 $85 71 $86.08 SO 37 0 4% 

APR 126 S73 80 574.17 SO 37 0 5% 

MAY 49 $32 65 $33.02 $0.37 1.1% 

JUN 23 $18 81 519.42 50 82 3.3% 

JUL 18 $15 77 $16 57 SO 80 5.1% 

AUG 15 S13 58 $14 52 $0 94 A 5% 

SEP A. 
I * $13 27 ?I4 23 E0 96 7 2% 

OCT 32 $23 76 t24.13 SO 37 1 6% 

NOV 82 $50 27 $50 64 so 37 0 7% 

DEC 118 sEL?.z sz!2JA &OX 0 5% - 
TOTAL 988 $803 41 $609 88 S6 27 10% 

AVERAGE MONTHLY USE = 82 Them3 





Northwestern Public Service Exhibit - (MCB-3) 
Sol~th Dakota - Gas Page 3 of 3 

Rate Code 81,82, and 84 
Rate Comparison 

Per Staff 

LINE NO. PRESENT PROPOSED 
38 CUSTOMER CHARGE $70.00 $80.00 
39 ALLTHERMS $0.03640 $0.0370 
40 PGA and OTHER ADJ. $0.25040 $0.25040 

LARGE COPAMERCIAUINDUSTRIAL FIRM RATE CODE 84 (OPTION A) 

AMOUNT OF % 
PRESENT PROFOSED INCREASE1 INCREASE/ 

THERMS RATE RATE ( D E 2 E S E )  (DECREASE) 

(4 (0) (C) (Dl (El 
0 70.00 80.00 S10.00 14.29% 

AMOUNT OF PERCENT 
AVERAGE PRESENT PROPOSED INCREASE/ INCREASU 

MONTH THERMS RATE RATE (DECREASE) (DECREASE) 
(F) (GI (HI (1) (J) (XI 

JAN 6,298 1.876.18 1.875 47 (0 71) 0 OW 
FEE 5.230 1.569 94 1.571 04 111 0 i% 
MAR 4,715 1.422.1 5 1.424.13 1 99 0 1% 
APR 4,008 1.21 9.43 1.222 61 3.19 0 3% 
MAY 2.138 683 28 689 G4 6 36 0 9% 
JUN 392 182 53 191 87 9 33 5 1% 
JUL 1.376 464 76 472 42 7 69 1 6% 
AUG 737 281.46 290 21 8.75 3 1% 
SEP 658 258 59 267 47 8 88 3 4% 
OCT 1.287 439 09 446 90 7 81 1 8% 

'I NOV 2.808 875.33 880 56 5 23 9 6% 
DEC 3.471 1.065.37 1.069 47 4 10 0 4% 

TOTAL 33,118 510.338 S10.4r32 563 70 3 6% 

54 AVERAGE MONTHLY USE = 2.760 Therms 

UNE KO PRESENT PROPOSED 
55 CUSTOMER CHARGE 5260.00 5280.00 
M ALCTHERMS $O.OiSOO $0.01030 
57 PG4 and OTHER ADJ 50.25040 $0 25040 

LARGE COitiibiE3iClAiJlNDLISTi.2iK~ FiRM - FATE CODE M iOWiOfd Ej 

AMOUNT OF % 
PRESENT PROPOSED INCREASE/ INCREASE/ 

THERMS RATE RATE ADECREASE) ( D E C R E A 3  
(A) (8) (C) 11%) (El 

AIbhOUNTOF PERCENT 
AVERAGE PRESENT PROPOSED IFiCREASU I?:GREASU 

MONTH THERMS RATE RATE (DECREASE) {DECRUlcSEL 
(F) (G)  (HI (1) (J) (KI 

JAN 70.964 19.065 09 18.M5 98 (39 11) -0 5% 
FEE 32.177 8.8% 28 8.@1 58 (3 75) -0 4% 

MkQ 26.044 7.787.98 7.760 30 (27 68) 5 4% 
APR 19.295 5.438 85 5..428 05 (12 80) 43 2% 
h a y  12.887 3.713 40 3.711 53 (1 87) 5 1% 
JUN 5.147 1.641.43 1.652 Bb 11 25 0 7% 
JUL 1.253 596 44 814 31 17 87 30% 
AUG 3 77 361 19 3.50 55 19 'A 5 4% 
SEP 811 477 67 4W 29 18 62 3 9% 
OCT 3 412 1.175 79 1420 12% 1.189 if9 
NOV 10 38.3 3.047 62 3.049 97 2 3-4 0 1% 
DEC 31.398 8.684 @.64119 - !33%J 42% 

TOTAl. 215 2 2 4  $&I,@% 5007M (S125M) -C 2% 

AVERAGE MCINTHLY GSE = 17.935 W m s  



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
13 
14 
i 5 
16 
17 
1 a 
19 
20 

21 
22 
23 
24 

South Dakota - Gas 
Large ComrnerciaUlndustrial Interruptible - Rate 85 

Rate Comparison 

CLASS OF SERVICE TYPE OF 
8 RATE SCHEDULE CODE CHARGE UNIT 

(A) (W 

Large Cornrnerclal/lndusMal 
lntorruptihle Rate Code 85 (Option A) 

ALL THERMS Therms 

CUSTOMER CHARGE BlLL 

AD VALOREh'I TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
RELEASE CAPACITYIEALANCING 

SURCHARGE 
SUBTOTAL 

Large Comrne;ciaUlndusZrlaI 
Interruptible - R a h  Code 85 (Opflon 8) 

ALL THERMS Therms 

CUSTOMER CHARGE BlLL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
RELEASE CAPACITYIBALANCING 

SURCHARGE 
SUBTOTAL 

TOTAL 

Per Staff 

PRESENT PROPOSED 
QUANTITIES QUANTITIES 

PRESENT PROPOSED 
RATES 

(El 

0.0364 

70.00 

0.0064 
0.8140 
0.2300 
/ 

,0.0170 

0.01 80 

260.00 

0.0042 
0 0140 
0 2300 

0.0170 

RATES 
(F) 

0.0347 

80.00 

0.0064 
0.0140 
0.2300 

0.0170 

0.0163 

280 00 

0.0042 
0.0140 
0 2300 

0 0170 

PRESENT PROPOSED REVENUE PERCENT 
REVENUES REVENUES INCJDEC. CHANGE 



LINE 
NO. 

CLASS OF SERVICE TYPE OF 
& RATE SCHEDULE CODE CHARGE UNIT 

(A) (B) 

TraneporPatlon Rete Code 87 (Option A) 

ALL THERMS Therms 

CUSTOMER CHARGE BILL 

EXTENDED SERVICE RIDER DISCOUNT 
AD VALOREM TAX ADJUSTMENT 

MGP REMOVAL COST ADJUSTMENT 
SUBTOTAL 

Transportation - Rate Code 87 (Option B) 

ALL THEHMS Therms 

CUSTOMER CHARGE BILL 

EXTENDED SERVICE RIDZR DISCOUNT 
GAS COST CQMMODITY CHARGE 
RELEASE CAPAClTYlBALANClNG 

SURCHARGE 
SUBTOTAL 

TOTAL 

Northwestern Public Service E x h l b i t ( M C B - 4 )  
South Dakota - Gas Page 2 of 2 

Tranoportatlon - Rete 87 
R ~ t e  Comparison 

Per Staff 

PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSE0 REVENUE PERCENT 
QUANTITIES QUANTITIES RATES 

(C) (0)  (El 
RATES REVENUES REVENUES INC IDEC. CHANGE 
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BEFORE THE 
PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH DAKOTA 

Northwestern Public Service 
Docket No. MG99-002 

Testimony of Michele M. Fanis 
On BeMf of Commission Staff 

Q. Please sme your name, blwiness address and current position. 

A. ,My name is iMichele M. Farris and my business address is: Public Utiliiies 

Commission. 500 East Capitol, Pierre. SD 57501. I am presently employed as a 

Utility Analyst. 

Q. Please describe your educational background and experience. 
1 

A. I received a Bachelor of Science degree in Mechanical Engineering from 

South Dakota State University kt May 1987. 1 received a Master of Science 

degree ic Civil Engineerkg from the University of Co!~rado in May 1994. I am a 

Registered Professional Engineer in the Stale of South Dakota. I commenrd 

~mployrneni with the Public Utilitie; Commission in January i 999. 

Q. Wave you previously presented testimony before the Commission? 

A. Yes. I have submitted written tesriraony in MidAmericm Energy Company's 

rate increase application, Docket No. NG08-011. Kn addition, I presented 

testimony in the sale of stock I'or Union Telephone C'anpany of Hartford a d  

Armorx Independent, Telephone Co., inc1uc';ixg its who!!y-owned subsidiary, 

Bridgewater-Cmistota Indqxndcnt TeZephone Co. to WJD Services Corp., 

Docket No. TC99-005. 

Q. What is the purpose of your testimony in t k i s  proceeding? 

A. I[ sh!! express my opinion regarding adjustments to h'ort+wes,tern Prtblic 

Service's charitable contribution expenses, econo~llac development expenses, 

industry and association dues, chamber dues, advertising expenses, and !abr  

expenses. including incentive compensation expenses. 



Q. Did Northwestern Public Service include charitable contribution expenses in 

its claimed cost of service? 

A. No. Northwestern Public Service has charged charitab!e contributiors as a 

below the line item for :ate ma!iing purposes. No charitable contribution amounts 

were included in South Dakota test year expenditures. 

Q. What is your opini~n in regard to Northwestern Public Service's claimed 

association dues? 

A. It is my opinion that Northwestern Public Service's proposed cost of senrice 

includes association dues that are either w e l d e d  to i b  South Dakota retail gas 

business or are unnecessary for the provision of safe, ?idequate and reliable natural 

gas service. I recommend that account 930.2 Miscellaneous Geneid Expenses be 

reduced by $20,771. My adjustment is shown 0x1 Exhibit-(W-I), Schedule 1, 

line 35. 

Q. Why is it your opinion thzt these association dues be excluded? 

A. Northwestern Public Service's memberships to SD Chmber of Commerce 

Associations and Electric Associations are not necessary for the provision of safe, 

adequate and reliable natural gas service. Moreover, the dues paid to economic 

development associations arc not considered association expenses and should not 

be charged as industry and association dues. 

Q. What is your opinion regarclizlg institutional/prornotional/goodwill 

advefiising expenses'! 

A, Northwestern Public Servic-:. has elininated, for rate making purposes, its test 

year institvtionai/promotional/goodwill advertising costs in accounts 91 3 and 

930.2. The advertising expenses charged to account 909 are for gas ssafery 

advertisements. I recommend that all of Northwestern Public Service's 

gas safety advertisements be allowed in rates. 

Q. Should Northwestern Pub!ic Service's economic deve:opment expenses 

be included in rates? 

A. No. I recommend that $6,565 associated with test year economic 

development expenses be removed from Northwestern Public Service's 

claimed ccst of service. My adjustment is shown on Exhibit-(MMF-I), 



1 Schedule I .  line 36. 

2 In order 10 recover economic dcvclopment expenses in rates, Northwestern Public 

5 Service should be required to develop an economic development program that is 

4 approved annually by the Commission. In the past, the Commission has approved 

5 economic development plans for other investor owned utilities providing natural 

6 gas m i c e  in South Dakota. Typically these plans include c ~ s t  sharing between 

7 the ~ntepayer and the shareholder. However. Northwestern Public Service does 

8 not have an approved economic development plan on file with the Comnission. 

9 Therefore, these economic development expenses should not be allowed in rates. 

Q. What is your opinion in regard to Northwestern Public Service's c!airned 

l a b r  costs? 

A Ii is my opinion afier reviewing Northwestern Public Senice's srrbrnitted 

rnaterial that no changes be made to Northwestern Public Service's claimed pro 

forma labor costs. Northwestern Public Service reflected a 3 percent pro f o m a  

labor adjustment for union and non-union labor. The union contract in effect for 

cdflcnch years '1997. 1998, and i 999 allows for an annual three percent increase 

to aH union employees. The salary increase for non-union labor was 3.66% in 

i998 a d  4.35% in 1999. A three percent iabos increase is reasonable. 

Q. During your analysis did you a!so review Northwestern Public Service's iest 

year incentive compensation plan? 

A. Yes i did. Noithwestem Public Service offers an incentive compensation plan 

for eligible employees. This plan is referred to as the NarthSTAR pian. 

Q. What is the stated objective of the NorthSTAR. plan? 

A. In Northwestern Public Service's response to data request 2-20, the objective 

of the NorthSTAR plan wzs stated as fo'l I OWS: 

26 "The Northwestern NorthSTAR Plan is established to axomplish the 

27 following objectives: (1) to motivate and reward ouis-ding performance by 

28 Northwestern Corporation (the "Company") and its employees by providing 

29 additional compensation to eligible employees who influence the prcfitability 

3 0 of the Company; (2) to compare zhe Company's pe~formance to established 

3 1 annual objectives; (3) to compare individual performance to established 



I annual objectives; (4) to focus oti stockholder and ratepayer interests and (5) 

2 to support long-term objectives by achieving short-term goals." 

3- Q. Who is eligible to participate in the NorthSTAR plan? 

4 A Eligible employees are those full-time employees who have completed one 

5 year of service with Northwestern Corporation and who have been selected for 

h participation by Northwestern Corporation management. Zhe plan was developed 

7 to compensate those eligible employees who influence the profitability of 

8 Worthwestem Corporation 

9 Q. Wow is the incentive compensation award determind for the NorthSTAR 

10 p h ?  

1 1 A. The WorthSTAR p!.m has four major categories that are equally weighted 

12 to determine h e  compensation paid. T h e  includr: i) company performance a s  

! 3 me& by customer sztisfzction; ii) cornpaqy performance versw operat'mg 

14 budget; iii) company perfomce versus a m d  objective (i-e. earnings per 

I5 si-ie); and iv) employee perfommce l~ersus individual objectives. Goals are set 

16 annually for each of these categories. Performance versus opraticg budget 

17 measures the net income of the company as compared to the opmahg budget. 

f 8 C o m m o n  is paid based on the amount ?he capital expenditures are under 

19 budget a d  tlGe momt  the operating inceme is over bedget The company 

20 pdormance versus annual objective measures emings per share of the company. 

22 company achieved lGO% of the customer s~t.tisfadon and operati~g net income 

23 goals set for tsst year 1998. The company achieved 6429% of the aimiqgs per 

25 percent achimed for the individual goals f ~ r  employees for test year 1998. Since 

26 ?Jo&western Public %vice did not pro~sde a breakdown of how much money 

27 was awarded for each god, I assumed that each wmp~ier i t  god of lthe 

28 NorthSTAR plan comprised 25% of the total arnouni awarcled. As sk~owi~ on 
I 

I 29 Exhibit - @MF-I). Schedule 2 each goal had the potential to be worth $53,772. 
I 

30 Q. What is your opinion repding Northwestan Public l ier \kc7s cfaimed 
I 

3 1 incentive c~mpensation? 



1 -4. It is my opinion that Northwestern Public Service's claimed cost of service be 

2 reduced by 5238,342 (see Exhibit-WMF-1). Schedule 7. )  

3 Q. Why is it your opinion that this portion of the incentive compensation plan 

4 be excluded? 

5 k The compensation paid is dependant on how well the company achieves these 

5 goals. The company performance versus operating budget and company 

7 performance versus annual objective goals are based on objectives Wt should be 

I3 established by any prudently managed utility. The stockholders. not ratepayers, 

9 are the direct Seneficiaries when the company achieves its financial performance 

10 goals. Therefore, while the use of such gods is up to the company's discretion, i t  

I I is my opinion .that the benefit of such goals are directed to shareholders and 

12 therefore they should pay for this aspect of the plan. 

13 Q. Does that conclude your testimony? 

14 A. Yes it does. 



NO- Public Service Company 
zouth W&as 

Exhibit-(MMF-1) 
Schedule 1 
Page 1 of 1 

Company's 
Adjusted 
Amount 

(b) 

Staffs 
Adjustment 

fndustrV and Assodation Dues 
Midwest Energy Association 
E d i n  EIecbic !&Me 
m DakoB E!4?c&k 
m Dakata Electric 
MortA Central Ekdric Association 
fnsditrrk of Gas Technology 
South Dakota Electric 
Huron Area Chamber of Commerce 
South Dakota Eiectric 
South Dzkata Chamber of Commerce 
South Dakota Hall of Fame 
Arneriwn Society of Corporatjon 
Aberdeen Chamber of Commerce 
Groton Chamber of Commerce 
Webster Area Chamkr of Commrce 
Milbank Chamber of Commerce 
Madison Area Chamber 
Highmore Booster Club 
Redfieid Area Chamber 
Greater Huron Development 
Lake Preston Chamber 
DeSmet Area Chamber 
Mitchell Area Chamber 
Parkston Commercia! Club 
Heartland News inc. 
Commercial Newspaper Service 
Chamberlain Area Chamber 
Yankton Manufacturers Association 
Yankton Area Prcgressive 
Yankton Area Chamber 
Springfield Chamber of Commerce 
Wagner Chamber of Commerce 
Scotland Chamber of Commerce 
Freeman Chamber of Commerce 

Total S 22,915 - 
I 

I 1 36 Economic Development Expense 
I 

I 
I Sources: 
I 
I Lines 1 through 34: NWPS Data Response 5-03 . . - r  . I . . - -  n - c -  rr C ,-,A 



Sources: 

Line 1: NWPS Data Response 2-21 
Line 2: NWPS Data Response 2-20 
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TESTIMONY 8 EXHIBITS OF KEITH A. SENGER 

ON BEHALF OF THE COMMISSION STAFF 

SEPTEMBER 1999 

1 Q. Please state your name and business address for the record. 

2 A. Keith Senger, Public Utilities Cornmission, State Capitol Building, Pierre, South Dakota, 

By whom are you employed and in what position? 

I am a utility analyst for the South Dakota Public Utilities Commission (SD PUC). 

Please describe your education and work experience. 

I graduated from Northern State Ur;iversit.y in May of 1992 with a Bachelor's Degree in 

Business Administration with an emphasis in Accounting and minors in both Economics 

and Ccmputer Management information Systems. since graduation, I have received 

over 300 hours of Continuing Professional Education (CPE) which has met or exceeded 

the requirements of the South Dakota Board of Accountancy, The American Institute of 

Certified Public Accountants (AICPA) and Generally Accepted Government Auditing 

Standards as issued by the Comptroller General of the United States. 

In June of 1992, 1 started my employment with the State of South Dakota as an auditor 

for the Department of Legislative Audit (DLA). My employment at DLA consisted of 

performing the financial, compliance, performance and special project audits of various 

state agencies. In January of 1998, 1 accepted employment as the Audit and 

Compliance Manager for the South Dakota Department of Transportation (DOT). Duties 

included managing and directing the internal and external audit staff as well as federal 



compliance stafi. In January of 1999, 1 joined the South Dakota Public Utilities 

Commission as a staff utility analyst. 

Q. Do you have any professional designations or memberships? 

A Yes, I do. I am a Certified Public Accountant (CPA) in accordance with the South 

Dakota Board of Accountancy and I am a member of the American Institute of Certified 

Public Accountants. 

Q. Have you pmviously provided testimony before the South Dakota Public Utilities 

Commission? 

A. Yes, I provided testimony on behalf of Commission Staff in Docket NG98-011. 

& Am you 'Tarnilliar with Northwestern Public Sewice's (N S) application 'POr an 

increase in natural gas rates in South Dakota, DackeOr NG99-0027' 

A. Yes. I have reviewed MWS's pre-filed testimony, exhibits, working papers, and data 

responses supplied by NWPS at the request of Commission Staff as it pertains to the 

issues that I am addressing. 

Q. bat was your mDe in this docket? 

A. I have performed a review of W S ' s  per book amounts and the Company's pro foma 

adjustment for rate case expense and will provide testimony explaining Staffs position 

on these issues. -.. . 

PEW BOOK AMOUNTS- 

Q. As part of your job, did you perfom a review at N 

A. Yes. On September 8 and 9, 1999, PUC staff analyst Heather Famey and I met with 

NVPS staff at the Company ofice located in Huron, South Dakota. Duiing our review 

we met with Rusty R4olstad, Corporate Attorney; Virg Garbers, Assistant Controller; Ron 

Weich, Director of Property Accounting; Company Witnesses Tom Hitchcock, NEC 

Executive Wce President; and Jeff Decker, NEC Manager of Financial Services. 

B. During this site revie , did you have an cipportwnity Po mvie HWS's  accounting 

system? 

2 



Yes. Mr. G a h r s  gave us a general overview of the accounting system and the account 

d i n g  structure. 

How many accounts does N PS's accounting systeni utilize? 

According to the chart of accounts, NWPS's accounting system has approximately 

18,566 accou~ts. According to the 1998 yearend trial balance, NWPS used 5,927 

accounts in the 1998 test period. 

After becoming generally familiar with MWPS's accounting system, did you focus 

on particular issues which involved this case? 

Yes. Staff analyst Fomey and I performed a limited review of the "per books" amounts 

provided by NWPS in the rate case. NWPS represents that the "per books" amounts are 

based on 1998 financial information, which was used as the test year for this case. 

Briefly describe what was done during the rewkw. 

1) A judgmental sample of plant, revenue and expense amounts from Company 

Exhibit-(TPH-1), Schedule No.'s 2, 4.5, 4.6, 9, 9.1, 9.3 and 9.4 were traced to 

W S ' s  1998 year-end Trial Balance, 2) a sample of the Company accounting 

transaction lines was traced to supporting documentation, and 3) a sample of amounts 

from Company Exhibit-VPH-1), Schedule Mo.3 10 and 11 was traced to supporting 

documentation. 

\ 

hat was the result of Staffs site review? 

Based on procedures performed during our review,-no variances were found and nothing 

came to our attention that caused staff To believe that the per-books amounts as filed in 

Docket NG99-002 are not presented in conformity with NWPS 1998 financial 

information. 

TIE CASE EXPENSE 

Have you reviewed the Company's adjustment for rate case expense? 

Yes. I have reviewed Company Witness Hitehcock's pre-filed testimony, exhibits and 

responses to Staffs data requests relating to rate case expense. 



hat is y a w  opinion with regardl to rate case expense? 

N W S  is proposing Company rate case expense of $50,000 and Commission expense 

of $1 00,000, totaling $150,000 recowerable through rates. The $100,000 the Company 

has included as Commission expense is the maximum amount, pzr SDCL 49-I,&-8, that 

the Commission may assess for processing this docket. Based on costs incurred by 

Staff to process similar dockets, it is my opinion that this amount should be reduced to 

$70,000. 

The Company justified the $5(3,C00 of company expense as $10,@00 in suppiies, 

printing, postage. and travel. $20,000 for Return on Equity witness and $20,000 for Cost 

of Service /Allocation witness. Based on information gathered, it is my understanding 

that the Company no longer intends to hire a Cost of Service /Allocation witness, thus 

eliminating $20,000. Additionally, NWPS has prepared and filed their case without hrring 

a return on equity witness. If W S  hires a rziurn on equity witness, it will be for 

rebuttal purposes only. Because of !he limited responsibility of this witness, I fuel 

$10,000 is a reasonable amount. Therefore, I recommend a pro forma adjustment of 

$20,000 instead of the Company's $50,000. This $20,000 adjustment includes $10,000 

for supplies, printing, postage, travel and miscellaneous expense plus $10.000 for a 

return on equity witness. 
. 
-, 
\ 

The Company proposes to amortize rate case expense over a three-year period. Based 

on the fad  that the Company last filed for a gas rate'increase in 1994, five years ago, I 

recommend that the amortization period should be increased to a five-year period. 

The Company is also requesting a pro fonna adjustment increasing rate base by the 

total rate case expense less one half of one year's amortization. I propose that the rate 

base adjustment should be the average balance of the unamortized portion of the rate 

case expense, or simply stated, one half of the rate case expense. Details for my 

adjustments can be found on Exhibit - (WS-I), Schedules 1 and 2. 

Explain the difference between the Company's proposal and StaWs proposal in 



Notwithstanding a true-up for actual rate case expense, the Company's proposal calls 

for pro forma adjustments which increase expenses by $50,000 and increase the rate 

base by $125,000. My proposal decreases the Company's adjustment by $32,000 of 

annual operating expense and $80,000 in rate base. Details can be found on Exhibit 

- (KAS-1) Schedule 1. 

Does your proposed adjustment allow for a reasonable return? 

Yes. The method that I am proposing allows for a reasonable return of the rate case 

expense and a return on the unamortized portion of the expense through rates over a 

five-year period. 

Is the Compn y proposing a true-up of rate case expense? 

Yes, Company Wrtness Hitchcock proposed a true-up in his pre-filed testimony. 

Explain what true-up means. 

Both Company's proposal and my proposal are based on estimaies of what the actua! 

rate case expense will be. A true-up means that these estimates would be char;ged to 

aduai expense after the case is camplete and actual expenses are known. Thus, rates 

would be based on actual expenses, not estimates. 

Do you agree with the proposed tme-up? 

I agree with the theory of the true-up method. However, the downfall to the true-up 

iheory is that the aciuai expenses are un~nown unlii some time after the case Is . . 
compkte and the docket is closed. -Aqua1 rates would remain unknown until such time. 

in addition, the actual setting of rates adds additional rate case expense which would 

lead tct 2 subjective cut off date or another estimate which is in conflict with a true-up 

theory. Therefore, 1 do r;ot agree that a true-up should be used for rate case expense 

for this docket. I believe tinat my estimate of rate case expense is reasonable and 

materially accurate for rate making purposes. 

OFFICE SPACE ALLOCATION 

As part of your site review, did you tour N 

South Dakota? 



1 A. Yes. While performing the site review, an NWPS employee gave Commission Staff a 

2 tour of the building. 

3 

4 Q. Based on information gathered during the tour, is it your obsewation that this 

5 building is used predominately by the public utility? 

6 A. Yes, that is my observation. 

7 

8 Q. Did you observe any non-NWPS activities or employees stationed in the bwiCding? 

9 A. Yes. During the tour I observed an office which contained cubicles for two NorCom 

10 employees and I observed a MorCom van parked in one of the west truck bays. The 

11 tour guide also informed me that some of the call center representatives take calls for 

12 NWPS's affiliate cornpanies. 

13 

14 61. Did staff obtain any other information pertaining to non-N PS employee!& locsbd 

3 5 in the Market Street building? 

16 A. Yes. Data response 6-1 1 states that five NorthWestern Service empioyees and two 

17 NorCom employees occupy office space in the Market Street Building. Discussions with 

18 P W S  employees Bobble Schroeppel, Support Services Team Leader, and Monte 

'I 9 Bertsch, Call Center Managgr reafirrned that five North'destem Sewice and two 

20 NorCom employees were working in the Market Street building and idefitifiedl that two of 

2 1 the 20 call center representatives handle Blue Dot Services Inc. (a NWFS affiliate) cal!s. 

22 

23 Q. Is the Market Strest building included in rate base? 

24 A In d a b  response 6-7 1, the Compaiiy states, "The Ma tk t  Street biiilding is iiicluded in 

25 rate base." 

26 

27 Q. Does N PS receive rent from any of these affiliate companies? 

28 A. In data response 6-1 1, the Company states, "NWPS did not receive rent for this space 

29 in the test year." 

31 Q. hat is Me impact of this information? 

32 A. Based on the information received, it appears that NWPS is supparling activities of non- 

33 regulated affiliate companies by providing office space without receiving any rent 

34 revenue or reimbursement of ofice space costs from the affiliate companies. 



2 Q. hat do you propose? 

3 A. I propose a pro foma adjustment of $3,444.54 which increases NWPS's rent revenue 

4 received from its non-regulated affiliate companies. 

5 

6 Q. How did you arrive at this amount? 

7 A. Based on data responses 2-44 and 6-1 1 and discussions with NWPS employees 

8 Schroeppel and Bertsch, I calculated that 1,842 square feet of office space should be 

9 allocated to non-NWPS employees. I then multiplied this amount by $10. Details for my 

10 adjustment can be found on Exhibit - (KAS - 2), Schedule 1. 

11 

12 Q. Is $10 per square foot a reasor~ablu amount? 

13 A. Based on the condition of the building and information collected. 1 believe $10 per month 

14 to be a conservative and reasonable amount. 

16 Q. Does this conclude your testimony? 

17 A. Yes. 



STAFF'S RECOMMENDATION - 
I Base Adjusted 
2 Description Year Adjustments Base Year 
3 
4 
5 Past Rate Case Expense 
6 Yet Unamortized $ 0 $ 0 $ 0 

7 
8 Company Consultant and I 

9 Other Outsida Expenses 1 0 20,000 20,000 
'1 0 
11 SDPUC Rats Case Expense 
12 
13 TOTAL RATE CASE EXPENSE $ 0 $ 90,000 $ 90,000 
14 I 

15 Amortization - Annual Expense $ 18,000 
16 
17 Net Adjustment to Rate Base 

(e) 

NWPS 

Adjusted 
Base Year 

Sources: 
Column c, line 9: Data Response 5-01, Company Witness Hitchcock and Witness Senger testimony 
Column c, line 11: Contract between SDPUC and CRC and NG98-011 SOPUC billing 
Colurnn d, line 15: Staff Exhibit - (KAS-I), Schedule 2, line 7 
Column d, line 17: Staff Exhibit - (IWS-l), Schedule 2, line 17 
Column e: Company Exhibit-(TPH-1), Schedule No. 8 



NorthWestern Public Sewice ExhiblP - 
South Dakota - Gas Schledule 
Rate Case Expense Peg% 1 of 

Vast Year Ending Becmber 31,1998 

Year 4 , 
Year 1 Year 2 Year 3 

3 Unamortized Portion 
4 (Beginning Balance) 

6 Amortization Amount Per Year 
7 (Five-Year Arnortizatlot~ Period) 18,000 18,000 18,000 18,000 1 - 
9 Unamortized Portion / 

10 (Ending Balance) $ 72,000 - $ 54,000 $ 36,000 $ 18,000 $ - - -  
11 
12 Yearly Average Unamortized 
13 Balance $ 81,000 $ 63,000 $ 45,000 $ 27,000 $ 
14 1 

15 Adjustmerrt to Rate Base 
16 (Five-Year Avsrags 
17 Unamortized Balance) $ 45,000 

Sources: 
Column b, line 3: Staff Exhibit - (WS-1), Schedule 1, column d, line 13 
Line 7: Staff Exhibit - ( U S - I ) ,  Schedule 1, column dl  line 13 divided 5 (years) 
Line 13: (Line 4 plus line 'I0 dividad) divided by 2 
Column b, line 17: (Sum of line 13) divided by 5 



- 
-\ . 

-=. 
NoflhWestern Public Srwice --. 

South Dakota - Gas 
Space Allscation 
Test Year Ending December 34,4998 

(a) 
1 NorCom Employees 

2 Square R allocated to NorCom 

4 Square ft allocated to NorthWestem Service 

5 Blue Dot Employees 

6 Call Center square ft 

7 Call Center Reps. 

8 Square ft per Rep. 

9 Blue Dot Reps 

10 Square ft allocated to Blue Dot 

11 TOTAL SPACE ALLOCATION 

12 Rent chargeable per Square f t  

23 TOTAL RENT REVENUE 

14 Gas Allocation (Composite 4 Factor) 

15 TOTAL GAS ALLOCATION 

16 South Dakota Allocation (Composite 4 Factor) 

Exhibit - ( \ U S  - 2) 
Schedule 1 
Page 4 of 4 

17 TOTAL SOUTH DAKOTA GAS ALLOCATION 
.< , 

Sources: 
Line 2, column c: Staff Exhibit - (KAS-3), page 2 
Line 4, column c: Data response 6-1 1 
Line 6, column b: Staff Exhibit - (KAS-3), page 1 
Line 7, column b: Monty Bertsch; NLnJPS Call Center Manager 
Line 9, column b: Rlonty Bertsch; NWPS Call Center Manager 
Line 14, column c: Company Exhibi t(TPH-I),  Schedule No. 10 
Line 16, column c: Company Exhib i t lTPH-I) ,  Schedule No. 10 
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OF M E  STATE OF SOLImaAKOTA SOUTH OAKOTA pU&~c 
UTiLlTlES COU:~~ISSION 

Whereas, an order and notice of hearing dated August 3, 1999 set October 8, 1999 as 
the time for NorthWestem Public Service to submit its rebuttal testimony in 'his matter; 

Pursuant to the agreement between the parties at the Commission hearing, that the 
reburtai testimony dsadline would be October 13, 1999 and also for the reason that the parties 
are nearing settlement in this matter, NorthWestem Public Sentice requests that the procedural 
schedule be suspended and that it be allowed to file its rebWil testimony by October 13, 1999. 

Dated October 8, 1999 

~o&rate Attorney I 



IN THE MATVER OF THE APPLIC AMENDED ORDER FOR 
ESTERN PUBLDC SEWWCE FQR ) AND NOTICE OF H 

TES FOR 
NG93-002 

On June 1, 1999, Northwestern Public Service, a division of RlorthM4estern ', 

Corporation (NWPS), filed with the Public Utilities Commission (Commission) an 
application to increase natural gas rates in South Dakota. The application seeks an 
overall increase in rates in the amount of $2,1 08,112 or approximately 6%. The Company 
requested a change in rates to become effective for billings after July 1, 1999. 

At its regularly scheduled meeting of June 22, 1999, the Commission found that 
pursuant to SDCL 49-18-8, NWPS shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $100,000. The Commission fu'un'her 
established an intervention deadline of Juiy 22, 1'399. Pursuant to SDCL 49-34A-14, the 
Commission suspended the operation of ihe schedute or" rates proposed by NWPS for 90 
days beyond July 1, 1999. The Commission has jurisdiction in this matter pursuan; to 
SDCL Chapters 1 -26 and 49-344 specifically 1 -26-1 7.1 , 49-348-4, 49-34A-6, 49-348-8, 
49-34A-1 0, 49-34A-11, 49-34A-12, 49-34A-13, 49-344-1 3.1 , 49-34A-17, 49-3414-1 9, 49- 

! 3414-21, and ARSD 20: 1 0:01: 15.02 and .03. 

I The procedural schedule for testimony shall be as follows: 

E DATE PROCEDURAL SCHEDULE 

September 24, 1999 Staff and Intervenors' Prefiled Testimony 
Due 

1 October3 13, 1999 Rebuttal Testimony Due 

Or! October 8, 1999. NWPS reauested that the due date for the rebuttal testimony 
be chanaed f r ~ m  October 8. 1939 to October 13. 1999. The Commission crrsnts the 
request. A hearing shall be held at 9i60-a.m., on Wednesday, October 20, 1999, and 
Thursday, October 21, 1999, in Room Mu, State Capitol Building, 500 East Capitol, 
Pierre, Sol;th Dakota. The hearing is open to the public: All persons so testifying shall be 
subject to cross-examination. 

The issue at the hearing is whether the Commission shall grant NWPS' request to 
implement revised natural gas rate schedules designed to produce additional revenues 
of $2,1108,113. 



-- 

The hearing shall be an -~dversaty proceeding conducted pursuant to SDCL 
Chapter 1-26. All parties have th$'$'ii'@t to be present and to be represented by an 
attorney. These rights and other due process rights shall be forfeited if not exercised at 
the hearing. If you or your representative fail to appe3r at the time and place set for the 
fimring, the Final Decision will be based solely on the testimony and evidence provided, 
if any, during the hearing or a Final Decisiort may be issued by default pursuant to SDCL 
1-26-20. After the hearing the Commission will consider all evidence and testimony that 
was presented at the hearing. The Commission will then enter Findings of Fact, 
Conclusions of Law, and a Final Decision regarding this malter. As a result of this hearing, 
the Commission shall determine whether it shall grant NWPS' req~est Po implement 
revised rate schedules. The Cammission's Final Decision may be appealed by the parties 
to the state Circuit Court and the state Supreme Court as provided by law. It is therefore 

ORDERED that the procedural schedule set forth above shall be followed by all 
parties to these proceedings. It is further 

ORDERED that the hea~ng shall comrnence at 900 a.m.. on V-dednesday, October 
20, 1999, in Room 412, State Capitol Building, 500 East Capitol, Pierre, South Dakota, and 

I if necessary, shall continue through Thursday, October 21, 1999. 

Pursuant to the Americans with Disabilities Act, this hearing is being held in a 
physically accessible localion. Please contact the Public Cltilities Commission at 1-800- 
332-1782 at least 48 hours prior to the hearing if you have special needs so arrangemt,~ts 
can be made to accommodate you. 

Daied at Pierre, South Dakcta, this 3rd '12th day of August October, 1999. 

CERTlFlCATE OF SERVICE 

The undenigwd her&f certifies mt thii 
dw~ment has been served today upm all parties of 
record in this docket, as listed Lm ttzr docket sen- 
list. by facsimile or by first class mail. in p r o m  
a d d m z ~ & , ~ ~ p e s ,  v i t h  charges piepiaid thefern. 

Date: 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 



October 13, 1999 

!iris Karen Cremer 
S.D. Public Utilities Commission 
State Capitol Building 
500 E Capitol Ave 
Fierre SD 57501 -5070 

Re: Rebuttal Testimor~y of Th0ma.s P. Hitchcock F,&X Received 

Dear Karen, 

Enclosed please find an original and twelve copies of the Rebuttal Testimony of Thomas P. 
Hitci~cock. If you have any questions, please feel free to contact me. I will fax a copy of the 
Rebuttal Testimony of Mr. Hitchcock to Mr. Towers. 

I will be filing the original and twelve copies tomorrow morning when I am in Pierre, however. I I wanted to file by fax the Rebuttal Testimony today. 

1 I will await your comments and position on the Nekola matter 

~ < Y O U  very much. 

Sinc ely yours, 

Russell k. Molstad, J:. 
Corporate Attorney 

SS 

enciosures 
cc: Tcm Hifcncock 

Alan Dietrich 
Rod Leyendecker 
Jeff Decker 



OF THE STATE OF' SOUTH DAKOTA 

IN THE MATTER OF THE APPLIICA'FION ) 
OF NORTHWESTE 
A DIVISION OF NO 

GAS SERVICE 

My name is Thomas P. Hitchcock. 

Are you the same Tho- P. HitcRswk that provided direct testimotny in this 

proceeding? 

Yes, I a. 

Please state the nature of your rebuttal testimony in this proceeding. 

The purpose of my rebuttal testimony is to set forth information in response to the direct 

testimony filed by witness Robert G. Towers, on behalf of the Conmission Staff, which 

recommends that certain costs incurred in the chxge imposed on NorthWestern Public 

Service ("NPS") by its affiliate NufihWestern Energy Corpomtion ("NEC") for the use of 
1 

pipeline capacity be disallowed. Mr. Towers recommends . that since NPS is collecting these 

pipeline charges through the PGA the adjustment he proposes should be implemented as a 

reduction in the PGA rather than base rates. 



-'. 
1 Q. h you agree with Mr. Tower's assertion that this is a KA issue? 

. , 
2 A. Yes, I do. NPS currently tracks the pipeline charges through its PGA mechanism. 

3 Q. Have you p m p a d  my exhibits in supprt  of your rebuttall ta t imny?  

4 A. Yes, I am sponsoring three exhibits related to my rebuttal testimony in this crw. 

5 Exhibit(TPH-3) sets forth information related to NorthWestem's February 1, 11% 

6 system peak day, Exhibit-(TPH4) shows the derivation of the actual test year return that 

7 the Northwestern partner entities achieved on the 1996 Aberdeen pipeline capacity project 

8 md Exhibit(TPH-5) shows the additional capacity release revenucs genemted by NPS 

for the year following the first flow on the newly constructcd pipeline. 

10 . Were these exhibits prepared by you or under your direction and supervision? 

11 A. Yes, they were. 

12 . Do these exhibits reflect the infomatiom shown on NorthWestem's bdcs and 

13 records? 

14 A. Yes. 

29 A. No. I would like to elaborate on the iss;es that led to the construction of the pipeline and 

21 the various actions that were undertaken by NPS a n d ' N ~ ~  prior to such pipline 

22 construction. I believe that those actions benefited WS and its customers immensely. 



In 1996 NPS had in effect an agreement with Northern Natural Gas Company 

("NNG") for pipeline capacity for its South Dakota opcrations. with 3 number of delivery 

points from the NNG interstate pipeline facilities at various town border stations ('TBS") 

in eastern South Dakota, including Aberdeen. The Aberdeen TBS was at ihe end of the 

NNG pipeline, and operational problems were developing. One of these operational 

problems was the use of natural gas upstream of the Akrdeen TBS for the Northern 

States Power Company Pathfinder electric generating p h t .  As the Pathfinder plant. 

needed large quantities of natural gas to meet its peaking needs, i t  caused a decrease in 

pipeline pressure downstream, affecting service to NPS' Aberdeen TBS. As the 

Pathfinder plant's needs were growing, NPS was concemed that the reliability of scrvice 

to its customers might be compromised, therefore NPS officials visited with NNG 

pipeline executives about ways to enhance delivery to downstream communities. NNG's 

proposed solutions were expensive and expected to be effected in later years, with no 

relief in the near term. 

Additionally, based on extreme cold weather conditions on February 1, 1996, NPS 

was concemed a b u t  the level of primary firm capacity i t  held on NNG to serve firm gas 

loads. Exhibi t (TPH-3)  sets forth cer!ain peak. day information, and shows tha~  . 

primary firm capzcity on NNG was over 10,000 M . t u  short of meeting firm loads on --. 

February 1, 1996. The shortfall was supplemented by sgcondriry firm (capacity released 

by othcrs) and propane peak shaving. Seconday firm capacity could become unavailable, 

at any price, under certain weather and pipeline operating conditions. 

What d m  Llhe data on this exhibit show concerning the A k d e e n  TBS? 



- - 
. 

b. 

'. 

NPS had 10.358 M m t u  of firm capacity conmcted with NNG allocated to the Abcrdccn 

TBS. yet the peak day sendout was 19,500 MMBtu. Being a w m  of NNG's above- 

mentioned pipeline pressure problems, any NEC proimscd soiurion had to deal with 

Akrdeen's growing gas demand. 

In order to meet these challenges. NPS and NEC executivcs began researching 

alternatives and found the construction of a new pipeline between NBPL and Aberdcen as 

the best solution, if contractual commitments to NNG couid be renegotiated. 

What were these contractual commitments? 

Among the commitments that NPS had to NIqG was the requirement to use NNG as its 

exclusive pipeline facility in South Dakota. Pursuant to a November 20. 1 9 0  Letter 

Agreement, NPS was required to "maintain existing firm entitlement levels for a 

minimum of ten years and utilize Northern's system for all throughput for ten years fcr 

communities currently served by Northern". 

Oace the alternative pipeline plan had k n  developed, hTS and NEC executives 

negotiated with NNG for ways to solve the deliverability problem at kkrdeen and the 

need to have competitively priced, and reliable, gas service to South Dakota customers. 

NNG was unwilling to change the deliverability solution implementation plan io 

an earlier schedule or to discount its transportation charges sufficiently to be a workable 

alternative to the new pipeline. NNG. NPS and NEC did agree to the following s~lution: 
, --. 

(1) NPS would be allowed to transfer its NNG delivery requirements to . 
Aberdeen to other town border stations on the NPS system; 

(2) W C ,  through its wholly owned subsidiary Nekota Resources, Inc., could 



construct a pipeline facility from NBPL to Aberdccn to serve NPS, as well 

as NEC customers, and NPS would be frce from its exclusive pipeline 

obligation to NNG, enabling NPS to purchase pipcline capacity from its 

affiliate company at Aberdeen; 

NEC would buy firm capacity of 5,OOOlMMBtulday from NNG; 

NEC would buy 300,000 MMBtu of firm deferred delivery service capacity 

from NNG. 

. What am the benefits to ~~ resulting from the NIX negotiations with NNG? 

A. The outcome had a number of benefits for NPS and its customers. They were and are: 

(1) The deliverability (pressure) problem for XPS at Aberdeen would be 

eliminated because service would come directly from ,WPL, through the 

Nekota pipeline facility, to NPS' Aberdeen TBS, and NBPL did not have 

the pressure problem at the tap that NNG had in its service line to 

Aberdeen ; 

(2) NPS would receive transportation charges that were discounted below 

what NNG was willing to charge; 

(3) NNG would not assert any contractual limitations on NPS receiving 

pipeline service from anyone other than NNG; 
-.. 

(4) While the Nekota pipeline was constructed to transport more than NPS' 
. 

firnm capacity needs on a daily basis (as formerly committed to WS), the 

entire Nekota pipeline capacity would be dedicated fully to NPS. wi:h 

I E C  using only released or excess capacity on days that N P S  did not need 



such capacity: 

For any capacity that NPS needs above its contracted commitment to 

NEC, NPS is ixspnsible to pay for such capac~ty only on the days that 

such capacity is needed, on a 100% load factor basis or minimal charge; 

NEC would assume the new obligations that had been made to NNG, with 

no commitment or market risk by NPS or its custemers: 

Enhances NYS' ability to keep interruptible loads on line, evert when IdNG 

calls operational a!erts. This maintains NPS' distribution margins due to 

continuation of gas deliveries to interruptible gas users, with the added 

benefit of customers avoiding the inconvenience of an interruption in 

natural gas service; 

NPS avoids paying WIG; transportation fuel and vaiable commcd' !t y costs 

by using the Northern Border Pipeline only and bypassing IWG's system. 

This is estimated to save over $LOO,CPCO annually in gas costs; 

N P S  would have additional firm capacity to release into the markets. 

A. Exhibit--(TPH-5) sets forth the value for capacity releixe transactjons NPS received one . 
\ 

year before and one year after the new pipeline to Abeideen was put into service. Because . 
NPS had more available pipe!ine capacity on NNG, additional capacity release deals were 

completed. Over $2W,OUO of additional capacity release revenue credits were available to 

WPS gas sales cusitomers through the PGA. 



A. In summary, NPS has an obligation to pay NEC less than i t  forrncrly paid NNG, with 

additional capacity available (up to the pipeline's full capacity limit) all year long, and 

paying for such additional capacity only on the days its needs i t .  NEC has assumed 

various commitments to NNG to enable NPS to have these advantages, at no cost to NPS. 

In short, this arrangement has been to the advantage of NPS, its customers, NNG, NEC, 

and Nekota. Through a series of creative steps, NPS and NEC have brought benefits of 

alternative pipeline construction without resorting to litigation or Federal regulatory 

delays and uncertainty 

Q. What does Mr. Towers base his proposed cost adjustment on? 

A. Mr. Towers attempts to carve from this creative solution only the pipeline construction 

costs, and then he mistakenly seeks to limit the appropriate capacity charge to the proposed 

NPS rate of return for such pipeline. In the South Dakota Supreme Court case, In the 

Matter of the Application of Montana-Dakota Utilities Company, 278 N.W.2d 189 (S.D. 

1979), the Supreme Court rejected a similar argument, stating that the rate of return of an 

affiliated coal company should not be held to the same rate of return as a public utility. The 

Court reasoned that the coal companies were not subject to the al~thority of the 

Commission, and that the appropria?e rate of return for a coal company is certainly different 
\ 

from. that of a public utility. Tne case was remanded to the Commission to determine an . 

appropriate rate of return consistent with the cod industry. 

Similarly, here the Nekota pipeline is not an intrastate natural gas pipeline as 

defined by SDCL 49-34A-l(9A) because Nekota only serves its parent companies. WEC 

m d  N P S .  Its charges to NPS, pursuant to their contract (which charges have been 
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NorthWestem Partner Entities 
1 

Exhibi t (TPH-4) 
1996 Pipeline Capaci!y Project Page 1 of 4 
Determination of Return on Investment 
Test Year Ended December 31,1998 

1 Cost of SewJcce - Wnrner Pipeline 43 
2 Wecylateril Watts sf Weturn 
3 in NPS Docket No. MGW-098 

Capital Component Ratio 
Long-term debt 
Preferred stock 
Common stock 

Gqital Component Rate 
Long-term debt 
Preferred stock 
Common stock 

Capital Component Weighted Cost 
Long-term debt 
Preferred stock 
Common stock 
Overall 

Income Taxes on Return 
Pmtax Return 
Actual Capital Cost 
Levelized Re-tax Operating Income - 20 YR 

25 Capital Component Ratio 
26 Long-term debt 
27 Preferred stock 
28 Common stock 
29 Capita! Component Rate 
30 Long-term debt .. 

31 Preferred stock 
32 Common stock 
33 Capitat Cornpnent Weighted Cost 
34 Long-term debt 
35 Preferred stock 
36 Common stock 
37 Overall 
38 income Taxes on Return 
39 Pre-tax Return 
40 Actual Capital Cost 
41 Test Year Pre-lax Operating Income - 20 YR Average 

n ' 4 l A ~ A ( R A E ~ ~ J * W u 4  



Northwestern Partner Entitles 
1996 Pipsline Cnpacity Project 
Actual Oparating Rosults by Flow Ivlonth 
Test Year Ended December 31, 1998 

Line 
No. Description Januay F o b r u a ~ - -  

( 4  (b) ( 4  

1 Revenues 
2 MDQ - MMBIus: 
3 NPS Aberdeen Primary Firm Capacity 
4 NPS Aberdeen Secondary Firm Capacity 
5 NEC Aberdeen Secondary Firm Capacity 
6 NEC Northern Natural Primary Firm Capacily 

7 Transfer Rale 

8 Trander Revenues: 
9 NPS Aberdeen Primary Firm Capacity 

10 NPS Aberdeen Secondary Firm Capacity 
11 NEC Aberdeen Secondary Firm Ca ~aci ty 
12 NEC Northern Natural Primary Fir A Capacity _- 

13 Tolal Revenues 

Expenam 
Northern Natural Gas Services: 
Primary Firm Plpelino Capa~ily 

Demmd Charge5 
Commodity Charges 
Fusl Reimbursement 

Firm Deferred Delivery 
Capeci!y 8 Roservatiori Cr~orgoo 
Injection /Withdrawal Charges 
Fuel Reimbursement 

NEC Management Foes 
1 Q9!3 Property Taxes - Paid In 1999 

26 Total Expenses 

ExhIb l t (TPH-4)  
Page 2 of 4 



NorthWestem Partner Entities 
1 996 Plpeline Capacity Project 
Actunl Operating Results by Flow Month 
Tesl Year Ended December 31,1998 

Llne 
No. Dclscription -- --- - --- - 

(8) 

Exh ib l t (TPH-4)  
Page 3 of 4 

July August September October November December-_ Year 
(b) (c) (d)-- (0) (1) (9) (hi'- 

1 Rarvenues 
2 MDQ - MMB~uu: 
3 NPS Aberdean Primary Flrm Capacity 15,000.0 15,000.0 15,000.0 15,000.0 15,000.0 15,000.0 180,000.0 
4 NPS Aberdeen Secondary Firm Capacity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
5 NEC Aberdeen Secondary Firm Capacity 1,103.2 1,085.5 1,203.3 1,706.5 1,966.7 1,980.6 17,978.6 
6 NEC Northern Na!ural Primary Firm Capacity 5,000.0 5,000.0 5,000.0 5,000.0 5,000.0 5,000.0 60,000.0 

7 Traiisler Rate $3.20 $3.20 $3.20 $3.20 $3.20 $3.20 53.20 

8 Transfer Revenues: 
9 NPS Aberdaen Primarv Firm Ca~acity 

10 NPS Abordeen ~econ ia ry  ~ l r m  ~ a ~ a c i t ~  $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 
11 NEC Aberdeen Secondary Firm Cypacity $3,530.24 $3,473.60 $3,850.56 $5,460.80 $6,293.44 $6,337.92 $57,531.52 
12 NEC Northern Natural Primary Firm Capacity $1 61000.00- $1 6,000.00 $1 6,000.00 $1 6 , 0 0 0 E  - $1 6,000.00 __$l6&00.= .S-19210g010~~ 

13 Total Revonues 

Expensea 
Northern Natural Gas Sefvices: 
Primary Firm Pipeline Capacity 
Demand Charges 
Commodity Charges 
Fuol Relrnbursement 

Firm Delorred Delivery 
Clrpacily SI Reservation Charges 
Injection /Withdrawal Charges 
Fuol Relmbursei-nont 

NEC Management Fees 
19S8 Property Taxes Pald in 1999 

26 Total Expensgs . 

27 Bre-tax Opsretlng Income 



NsrthWesiern Partner Entitles ExhibitJTPH-4) 
1996 Pipeline Capaciry Project Page 4 of 4 
Actual Operating Results by Flow Month 
Test Yoar Ended December 31, 1998 

Llne 
No. Description -- - - J a n u a ~  .- _ Febru~ '1~-  -~orch-- ---A~!!!--- .---!a~ 

( 4  (b) ( 4  ( 4  (el (1) 
June 
(9) 

1 Fuel Woimburabment 

2 Primary Firm Pipeline Capacity - NNCi 
3 Monthly Receipts - MMBtus 155,000.0 140,000.0 155,000.0 150,000.0 155,000.0 150,000.0 
4 Fuel Reimbursemant % 1.98% 1.98% 1.98% 1.98% 1.98% 1.53% 
5 Fuel Gross-up - MMBtus 158,131.0 142,828.0 158,131.0 153,030.0 158,131.0 152,330.7 
6 Fuel Reimbursement - MMBtus 3,131.0 2,828.0 3,131 .O 3,030.0 3,131 .O 2,330.7 
7 IFFOM-Ventura Rate per MMBtu $2.1 7 $1.96 $2.15 $2.1 8 $2.15 $1.92 
8 Fuel Reimbursement - $ $6,794.27 $5,542.88 $6,731.65 $6,605.40 $6,731.65 $4,474.94 

Q Firm Deferred Delivery - NNG 
10 Injection Volumes - MMBtus 0.0 0.0 0.0 0.0 0.0 62,450.0 
11 Fuel Reimbursement % 0.79% 0.79% 0.79% 0.79% 0.79% 0.79% 
12 Fuel Gross-up - MMBtus / 0.0 0.0 0.0 0.0 0.0 62,987.6 
13 Fuel Reimbursement - MMBtus 0.0 0.0 0.0 0.0 0.0 497.6 
14 IFFOM-Ventura Rate per MMBtu $2.1 7 $1.96 $2.15 $2.1 8 $2.1 5 $1.92 
15 Fuel Reimbursement - $ $0.00 $0.00 $0.00 $0.00 $0.00 $955.39 

Primary Firm Pipeline Capacity - NNG 
Monthly Receipts - MMBlus 
Fuel Reimbursement % 
Fuei Gross-up - MMBtus 
Fuel Reinlbursement - MMBlus 
IFFOM-Ventura Rate per MMBtu 
Fuel Reimbursement $ 

July August September -October November - December-_ _ - _  Yoar 
(b) ----(ci-- (dl ( 4  ( f (9) (h) / 

Firm Deferrod Dsl!very - NNNB 
lnjoctfon Voluneti MMBtus 
Fual Ramhursement Yo 
Fuol, Gross-::p - Iv:MBtcs! 
Funi lioimbursament - MMBtm 
IFFOhi-Yanlure Fiele per MMBt!1 
Fuel Rairnbursemenl - $ 
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Exhibit(TPH-5) 

ESTERN UllUBsb OPERATIQlqS 
Additional Northern Natural Gas Firm Capacity Releases 

Capacity Capacity Capacity 
Production Release Production Release Release 

Month Credits Month Credits _-__ -- --- 

Nov. 96 $43,486.97 Nov. 95 $2,042.07 $41.444.90 

Dec. 96 $36,332.87 Dec. 95 $4,184.72 $X?,148.15 

Jan. 97 $28,405.72 Jan. 96 $7,897.21 $20,5138.51 

Feb. 97 Feb. 96 

Mar. 37 $34,859.08 Mar. 96 $9,136.32 $25,722.76 

Apr. 97 $70,254.79 Apr. 96 $7,210.71 $63,044.08 

May 97 $39,260.83 May 96 $9,084.32 $30,176.51 

Jun. 97 $1 5,393.08 Jun. 96 $24,411.42 ($9,018.?4) 

Jul. 97 $8,752.99 Jul. 96 $22,535.79 ($1 3,782.80) 

Aug. 97 $3,652.59 Aug. 96 $1 1,038.79 ($7,386.20) 

Sep. 97 $1 1,452.1 0 Sep. 96 $26,419.77 ($1 4,967.67) 

act. 97 $33,832.13 act. 96 $30,540.78 $3,291.35 
. - 

, 

Totals $364,797.4 3_ Totals - - $1 60,21528- $204,581 -85 



AFFIDAVIT 

STATE OF SOUTHDAMOTA ) 
j ss 

COUNTY OF BEADLE ) 

I, 'r'homas P. Hitchcock, being first duly s,vorn on oath, do depose and 
state that I have read this document and am familiar with the contents thereof 
and the same are true to the best of my knowledge and belief. 

FURTIiER THE AFFIANT SAYETH NOT. 

Thomas P. Hitchcock 

4- 
Subscribed and sworn to bsfore me this / a  day of October, 1999. 



'\33" 
Mr. Vllilliam Bullard (.(.-I s c b  / 
Execrrtive Director d.' 
SD Public Utilities Commission 
500 East Ca~itol OCT 1 5 899 
Pierre. SD 57501 

Re: Application of Northwestern Public Service 

Dear Mr. Bullard: 

I am enclosing an original and 12 copies of the Rebuttal Testimony of Michael J. 
Hanson in the above matter on behalf of Northwestern. Additional Rebuttal Testimony 
is being sent in this matter ~inder separate cover from the Huron office of NorthWestem. 

CC: Thomas Hitchcock 
Rodney Lsyecdecker 
Michaei Hanson 
Russell Molstad 

~ 1 %  DD. Dietrich 
Vice President - Legal Administration 



OF THE STATE OF SOUTH 

Docket No. NG99-002 

OF 
EL J. HANSON 

~~~ ~k3k YOUF W m .  

My name is Michael J .  Hanson. 

Am you $&e .saw chaeI J. Hamon that provided direct testimony in this 

P ing? 

Yes, 3 am. 

My rebuttal testimony covers two issues. First, I have . reviewed the rebuttal testimony of 

Thomas P. Hitchcock in this matter, and the purpose of my rebuttal testimony i s  to s1r;p.e 

that, on behalf of Northwestern Public Service ("NFS"), I agree with the statements and 

conciusions made by Mr. Hitchcock in that testimony. The contract fcr the delivery of 

natural gas to W S '  Aberdeen town border station that NPS entered in i996 has brought 

significant benefits, both in reliability and in cost savings, to NPS and its customers. I 

kIieve that the m-angement has been and will be a fair and equitable solution for NPS 



and its customers. 

Second, in its testimony The PUC Stuff has suggcsrsd that NwthWestcrn Public Szrvice 

("NPS") enter into written contracts with NorthWestcm Corporation ("NOI'C") and each 

affiliate company that it docs business with, that such contracts he "subject to the same 

general type of controls that the SEC requires of participants to service company 

a-wments under the Public U~l i ty  Holding Company Act of 1935," and that NPS 

submit fcr Commission approval each of these contracts. I disagree with that approach. 

Why do you disagree with S s approach with regard to such cowtmcb? 

First, NPS is a division of NOR and therefore is part of the same legal entity. For NPS to 

enter into a contract with NOR would be one entity contracting with itself. Rather than 

doing so. h T S  proposes continuing its efforts at detailed accounting tc show h c  

allmatioil of NOR expenses among the various departments and divisions of NOR, which 

are certainly subject to Commission oversight pursuant to S K L  49-34A-19.1 and the 

Commission's regulations. NPS does plan to continue to formalize in written contracts 

its arrangements with each affiliate company, primzrily NonhWestern Energy 
\ 

Corporation, Northwestern Services Corporation, NorCom Advanced Technologies, !nc., 
. 

and Nekota Resources, Inc. These contracts will detail the services to be provided 

between NPS and the affiliate company and the compensation to be paid for such 

services. A copy of each of these contracts will be provided to the Commissicn. NPS , 

disa,ms with Staff's position that these affi?iate contracts must be entirely cost-based. 

Consistent with SDCL 49-34A-19.2 and the holding of the South Dakota Supreme Coun 

in the case entitled, In the Matteuf the AppIicatign of Montana-Dako~os l!tiliiies 



1 Company, 278 N.W.2d 189 (S.D. 1979). the Commission may disallow an unrcc~sonablc. 

2 profit paid for materials or services provided to a public utility by an affiliate company, 

but a utility affiliate is allowed a reasonable profit. Under the statute and the ruling of 

that case, the utility has the burden of showing that no unreasonable profit is involved. 

5 but to limit an affiliate of a utility to orly its cost would be contrary to the statute and the 

6 Supreme Court's ruling. NPS is not a registered hoiding company subject to the SEC 

7 rules governing and severely limiting such companies' diversified activities. The nature 

of NOR'S significant diversification is one of the reasons it has not taken steps to create a 

holding company structure. I would also note that each Con,mssional session, efforts 

have been undertaken to repeal the PUHCA as an antiquated and overly restrictive 

measure, given the more competitive utility industry ir! the United States. Furthermore, 

as Staff has testified, there is evidence: suggesting that the charges for management 

services have not been overpriced to NPS by its affiiiaies. Ce~tainiy, rhe Commission and 
.. 

its Staff have ample opportunity to determine if  any unreasonable charges m to be made, 
-. 

as they review the contracts that will be filed by NPS. 

16 Q Dws this conclude your rebuttal testimony? 

17 A. Yes, it does. 



STATE OF SOUTH DAKOTA ) 
) ss 

COUNTY OF MINNEHAHA ) 

I, Michaei J. Hanson, being first duly sworn on oath, do depose and state 
that I have read this document and am familiar with the contents thereof and the 
same are true to the best of my knowledge and belief. 

FURTHER THE AFFIANT SAYETH NOT. 

Ld 

Subscribed and sworn to before me this 13th day of October, 1999. 
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NortghW- Public Service 
Application to Imrezse Gas Ratm in South Dakota 

No. N W - W  

my of h w i d  A. Jwro 
a! Commhhn S b f l  

issue: which was identified in Staff's review of P 
") base mte imcreslse filing but which itnvol.ves co 

adjustment ("PGAn) d a m .  

The issue involves payments made by NPS to its &Gate Nofiaesttzn &agy & m p y  
("PJEC") fir the purchase of pipehe capcity h r n  N'EC's subsidiary, Nekota Reso- 
(,"IVehtaf'). The Nekota pipeke was constructed in 1WQ a d  is wed t8 a €W 
receiveaf h m  Worllhern Eoder 9iFlirme 20 Aknlleen, South Dakota. 

I am aecsmme~tding Itkt the charges pawx! through the PGA be &d to a 
lwei that m8ect.s Nekota's cost of pmvding the mpacity. I dso mornrraad that 
&jus&nent be d e  effective retmadve to the msts 'wm &-st 
p a s 4  thou& the BOA. The mud 
investment in the rlrapdsmision h e ,  wodd reduce NPS' om-going PGA c o ~ ~ s n s  by 
%33,185 armUy. 



NPS' entitlement q m s m t s  62.5% of the capacity of W&ota's pipeline. FOP tHiS 
8,000 per month, or 5576,000 pm yeov all of wllaich is 

ga§ o ~ a n r s .  



!3403,186 less than the S576.006) cumntly King m d  by N P S  through the PGA on 
an annual basis. 

The PGA should be d u c c d  by this amount ($403,186) d futun PGA 
deb ' ltions should reflect the levelized fixed of $149,489, actual pmperty 
taxes and, when Nekota begins to incur &them, 

Formal contracts notwithstanding, the company has qreuatcd that the entire capacity of 
the lint w i U  be available to N P S  wben it is ncaded and thaf even now, W S  is permitted 
Po use capacity in excess of 15 ,WWtu /da4 . .  Meanwhile, any capacity unused by 
NPS is available to PdEC for sales to others. 

you mornme~adhg 
ed sbce December, 19969 

The charges imposed on NPS by its affiliate are grossly =excessive md have been so since 
they m first flowed through the PGA in Dscemtber* 19%. ?his has resulted in 
su- o v e ~ ~ e s  to NPS' gas astom~prs in South Dakota Moreover, the effects of 
ehis lessthan-arm's length transadion were intmduced inro NPS* PGA calculntions 
without special notice by the co~npas.f and continue to be identified in those f i h g s ,  

reference to Nekota PLmurces or Northwestem Energy but as "MBPL- 
ABERDEEN CAPACITY". 

Use ofthe semi-automatic pass-thruugh mmhanism in this manna is not 
approprbde in my opinion and an order requiPing refunds, with interest, is justified. S k  
the collections will have taken p h t  over a period of nearly three years, I fic~lllIIfgnd thae 
ebe principal amount of the o v m h g e s ,  together with asc rud  Inters& bc flowed back to 
ratepayers over a three  yea^ period in &r: PGA. 
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S T '  OF SOUM DAKOTA 

BEFm,E.WE 
PUBLIC UTILITIES COMMISSION 

OCT 1 3 1999 

SOUTH DAKOTA PLSBlJC 
- UTILITIES COMMISSION 

In the Wiilatier of the Application 
of NorthWestem Public Service 
For AutPloW to Increase Natural G a s  
Rates h SOU& Dakota 

This Settlement Agreement is made and entered into by and between NorthWestern Public 

Senrice (the "Company"). a division of NorthMlestem Corporation, and the 5 

Public Utilities Commission ("Staff"). 

On June I ,  1999, the Company filed a n  application with the Public Ui 

:aff of the South Dakota 

!i!ities Cammissicn 

("Commissionm) for an increase in South Dakota revenue to the Company of $2.1 08.1 12 or approxkIz?efy 

6% basecl on the test year ending December 3'8,1998, as adjusted. The Company cited increased costs 

of opention and its expanded distribution system since its last general rate increase, fi!& in 1934, as the 

reawns for the prcposed change in rates. 

On June 25. 1999, the Commission filed a notice of opportunity Zo i n t e r n e -  No petitions to 

intewma; have been received by the Comniss~on. 

The Slaff submitted numerous data r q u e s t s  to the Company duriq the course of h ie  Staff 

invesgigatbn. @a September 24, 1999, Commission Staff filed the tes t i r iny of Rohrt G. Towers, Dawi? 

Jawbwn, RilarGn C. EkEmmn, Michele M. Farris, Keith A- Senger and ksil L. Copeland, Jr.. 
. 

Gxnmission Staff recommended an increase it7 Company revenue of W2.290 \rrf;i~+ efiedsd a 

di-dlmmna related to the Nekota pipeline. During and foilowing the receipt of the data ie-flSeS from 

the c'mpsriy. the Skiff and the  any engaged in numerous dis.cussinns relating to the settlenaerat of 



-\ 

suspended by the Comniission based upon the regresentations by the Company and the Staff that a 

substantial agreement concerning the settlement of the p&ieediog had been reached. 

ELEMENTS OF THE SETTLEMENT AGREEMENT 

Article I. Revenue Requirement 

The Company and the Staff agree that, if the Commission approves this Seitiement Agreement 

("Agreement"), the Company will file revised rate schedules to produce an annual incream in base rate 

revenue levels (i-e., excluding purchased gas cost adjustment and sales taxes) of $1,279,025 applicable 

to retail natural gas sewice. The revised rate schedules shall be effective for billings rendered on and 

af?er December 1, 1999, provided there is Commission approval of this Agreement and the revised rate 

schedules. 

Mcle II. Rate Design 

The agreed to change in rates would affect customer classes by the following percentages: 

Class -- 94 Increase 

Residential - Hate 81 

Small Commercial - Rate 82 

b rge  CommerciaVlndustrial Firm 
Rate 84 (Option A) 

Large Commercialilndustriai 
Rate 84 (Option B) 

Large CoinmerciaVlndustrial 
interrmp'iible - Rate 85 (Option A) 

Large Cornrnercialllndustrial 
Interruptible - Rate 85 (Option 6) 4.4 

\ 

Transp~ation - Rate 87 (Option A) 22.5 

Transporntion - Rate 87 (Option B) 9.1 

Total South Czkota 3.8 



-- 
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Article !I!. Other Conditions --. 

The parties agree to a return on common equity of 10.25% and that Company's captal structure 

shall be based on its stand alone capital structure rather than a conso!idated capita! s:mcEure. 

It is further agreed by the parties that the Nekota pipeline &we which was raked by Commission 

Staff has been eliminated from the base rate determination, and altemati\rely will be heard as a Purchase 

Gas  Adjustment request before the Public Utilities Commission on October 20, arid Osbber 21, 1939 as 

a separate proceeding from the base rate determination. 

It is further agreed by the parties that the Company Gll provide to the Commission for its 

information, in a filing made no later than December 1, 1999, contracts between the Campany and any 

separate affiliated company Wat does busin- with the Cbmpany, reiated to the C o m ~ ~ n y ' s  uti?ily 

business in South Dakota. Such contracts wiil identify the produds and services to &e provided by the 

affiliate to the Company and will provide that the pricing of such produds and services shaft be  b a d  

upon the affiliate's costs, which costs include a reasonable profit for the affiSi:e. The Company will 

mp_lnt~in and, upon Commission a r  Commission Staff request, furnish information supporting the basis of 

tb pricing of such products and services, whe%her based on costs of labor and rnalerbirs provided or 

allmations of joint or common costs. In addition, the Company will provide to the Commission 

for -& idomation, in a filing made no later than December 1, 1999, an  explanation of Northwestern 

Copma?.ion expenses or allmalions charged to the Compeny. Thereafter, June 3orn of each year 

(bqinning June 30,2000), the Company wiil file with the Commission any new or revised contracts with 

each affiEiafe doing b ~ s i n e s s  w;$h the Cornpany and a statement of all Eransactims between the 

Qmp~any and each affiliate during the preceding calendar year, as well a s  any changes in the ' 

m t W l o g y  for the charging of any NorthWestern Co' i ral ion expenses or alPol=atbns :o the Company. 

BsWs W General Cond%isees . 

. 4 - It is agreed that ghi Agr=rnent is a negotiated dollar settlement and establishes no 

principies or prwedieot and shail not b e  deemed to foreclose the Company or the Staff or any other 

person from making any contention in any pr~ceeding or investigaiisn, including the right of the Staff or 

any other inter&ed person to seek a ra& change if justified on any basis. 



2. Approval of this Agreement by& Cam_mission shall not in any resped conslitute 

a determination by the Commission as to the merits of any allegations or contentions made in . 
this proceeding. I 

3. The Agreement is expressly conditioned upon the Commission's acceptance of 

all the provisions thereof, without change or condition which is unacceptable to any party. 

4. Discussions between the Company and the Staff which p rodud this Agreement 

have been conducted with the customary understanding that all offers of settlement and 

discussions relating thereto are privileged and shall not be used in any manner in connection 

with this proceeding or otherwise, except as required by law. 

5. This Agreement includes all terms of Settlement and is submitted on the 

condition that in the event the Commission imposes any change in or condition to this 

Agreement which is unacceptable to any party. this Agreement shall be deemed withdrawn and 

shall not constitute any part of the record in this proceeding or any other proceeding or be used 

for any other purpose. 

6. This Agreement shall be binding upon the parties hereto. and upon their 

s u ~ s s o r s .  assigns. agents and representatives. 

7. It is understood that the Skff  enters into this Agreement for the benefit of the 

Company's South Dakota natural gas customers affected hereby. 

8. This Agreement is entered into by and between lh~i.. Clslnpany and the Staff by 

their respedive agents who represent that they are fully authorized to do so on ~ehi i l f  of their 

principals. 

.. 

Staff of the South Dakota PdoNi~Vestem Public Service 
a division of4orthWestem brporatioil 

Artached to this Settlement Agreement and incorpora~ed h e r e i n  are the attached s c h e d u l e :  



Line 
No. RATE STEP 

Northwestern Public Sewice 
South Dakota - Gas 
Revenue Increase 

Per Staff 

REVENUE INCREASE by RATE C O T  

1 RATE81 33,197,790 33,197,790 
2 RATE 82 15,866,880 15,868,800 
3 RATE 84 (OPTION A80) 5,835,020 5,938,020 
4 RATE 85 (OPTION ~ a a )  4,425,500 4,425,500 

5 W T E  87 (OPTION ABB) 28,121,130 29,121,130 

TOTAL MARGIN 
(C) 

Test Year 
Revenue 

REVISED 
(Dl 

Proposed 
Revenue 

20,961,389 
8,546,045 
2,288,888 
1,455,934 
1,334,781 

5,000,701 

E X ~ I ~ I ~  - (~ca-1)  
Page '1 of 1 

INCREASE 
( f )  

Rovonue 
(1nc.lDec.) 

771,087 
320,397 
34,355 
24,871 

123,699 

182,920 

PERCENT 
INCREASE 

(0) 
P e r ~ n t  

(Inc IDbc ) 

0 COMGINED RATE 84, 85, and187 
Sum of Ilm 3.4, ~ n d  3 

7 CONTMCTS with - DEVIATIONS 

8 TOTAL (sum or ~ l n e a  I ,  2,8,  and 7) $ 33,489,385 0 34,768,060 $ 1,278,226 
3 8% 



Exhibit - (MCB-2) . - 
Page 1 of 5 

Northwestern Public Service 
South Dakota - Gas 

Residential - Rate 81 and Small Commercial - Rate 92 
Per Staff 

CLASS OF SERVICE TYPE OF PRESENT PROPOSED PRESENT PROPOSED PRESENT 
(h RATE SCHEDULE CODE CHARGE UNIT QUANTITIES QUANTITIES RATES RATES REVENUES 

(A) (8) (C) (Dl ('3 (F) (GI 

LINE 
NO. 

PROPOSED REVENUE 
REVENUES INC.IDEC. 

(HI (1) 

Reeldentisf - Rate Code 81 r' 

ALL THERMS CURRENTLY (FIRST 30) ~ h & m s  9,414,430 9,414,430 0.2030 0.2055 1,882,886 
EXCESS Therrns 23,783,360 23,723,350 0.1220 0.1270 2,901,5? 0 

CUSTOMER CHARGE BILL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHAFtqE 
GAS COST DEMAND CHARGE 

TOTAL 

Small Commarclel - Rala Code 82 

ALL THERMS CURRENTLY (FIRST 400) l'herms 
NEXT f,603 Therms 

EXCESS Thermv 

CUSTGMER CHARGE B i i i  

AD VALOREFA TAX ADJUSTKENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COblMODI'IY CkNKGE 
GAS COST DEMAND CHARGE 

TOTAL 



LINE 
NO. 

1 
2 
3 
4 
5 
8 
7 
8 
9 
10 

11 
12 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 

24 
2 5 

hiorthwestern Pubiic Service 
South Dakota - G%s 

Large Comrnercial/lndustriaI Firm - Rate 84 (Option A and 0) 
Per Staff 

C U S S  OF SERVICE TYPE OF 
8 RATE SCHEDULE CODE CHARGE UNIT 

(A) (B) 

Large Commercla~llnduatria1 Finn - Rate 
Code 84 (Option A) 

ALL THERMS fne rms  

CUSTOMER CHARGE BILL 

AD VALOREM TA% ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
GAS COST DEMAND CHARGE 

RELEASE CAPAClTYlSALANC ING 
SURCHARGE 

SUBTOTAL 

largo ComrnerciallindustriaI Firm - Rate 
Coda 8.4 (Option B) 

ALL THERMS Therms 

CUSTOMER CHARGE ElLL 

AD VALOREM TAX RD.JVSTMENT 
MGP REMOVAL CGST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
GAS COST DEhiMND CHAWGE 

RELEASE CAPACITYIBALANCING 
SURCHARGE 
.. SUBTOTAL 

TOTAL 

PRESENT PROPOSED PRESENT PROPOSED 
QUANTITIES QUANTITIES 

PRESENT 
REVENUES 

(GI 

200,403 

137,410 

35,236 
77,078 

1,286,281 
370,168 

11,581 
2,008,136 

7,748 

6,240 

1 ,eon 
6,026 

99,004 
15,764 

904 
137,494 

$2,%35,(330 

Exhibit (MCS-2) 
Page 2 of 5 

PROPOSED REVENUE 
REVENUES INC.IDEC. 

(HI (1) 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

'1 0 
11 

12 
13 
14 
15 
16 
17 
18 
19 
20 

2 1 
22 
23 
2 4 

Northwastern Public Service 
South Dakota - Gas 

Large Commercialllndustriai Interruptible - Rate 85 (Option A and 0) 
Per Staff 

CL4SS OF SERVICE TYPE OF 
8 RATE SCIiEDULE CODE CHARGE UNIT 

(A) (B) 

Large Cammorcialllndustrial 
lnterruptiblo - Rate Code 85 (Option A) 

ALL THERMS Therms 

CUSTOMER CHARGE BlLL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
RELEASE CAPACITY/BALANClh'G 

SURCHARGE 
SUBTOTAL 

Large Commercialllndustrial 
Interruptible - Rate COG@ 35 (Optfon 8) 

ALL THERMS Therrns 

CUSTOMER CHARGE BlLL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMi4ODllY CHARGE 
RELEASE CAPACITfIBAMNCING 

SURCHARGE 
SU BTOTkL 

TOTAL 

PRESENT Pf?OPOSED 
QUANTITIES QUANTIT!ES 

('7 

PRESENT PROPOSED 
RATES RATES 

(El (F) 

PRESENT 
REVENUES 

(G) 

143,333 

93,930 

25,201 
55,128 

905,678 

58,975 
1,280,446 

Exhibit - (MCB-a) 
Page 3 of 5 

PROPOSED REVENUE 
REVENUES INC./DEC. 

(HI (1) 



Norlhwestern Public Service Exhibit (h'lCB-2) 
South Dakota - Ges Page 4 of 5 

Transportation - Rate 89 (Option A and B) 
Per Staff 

CLASS OF SERVICE TYPE OF PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE 
& RATE SCHEDULE CODE CHARGE UNIT QUANTITIES QUANViTIES RATES RATES REVENUES REVENUES INC./DEC. 

(A) (BI (C) (Dl (El (F) ('3 (HI (1) 

Transportation - Rate Code 89 (Option A) 9 

ALL THERMS Therms 1,329,490 1,329,490 0.0364 0.0388 48,393 51,584 3,191 

CUSTOMER CHARGE BILL 312 312 70.00 130.00 24,840 40,560 18,720 
1 

EXTENDED SERVlCf RIDER DISCOUPIT 0 0 0 
AD VALOREM TAX ADJUSTMENT 1,329,490 1,329,490 0.0064 9.0064 8,509 8,503 0 

MGP REMOVAL COST ADJUSTbAENT 1,329,490 1,329,490 0.0140 0.0140 18,613 18,613 0 
SUBTOTAL 1,329,490 1,329,490 97,355 1 19,266 

Transportation - Rats Codo 87 (Option B) 

ALL THERMS Therms 2i',i'gl,64O 27,791,640 0.0180 

CUSTOMER CHAFIGE BILL 576 576 263.00 

EXTENDED SERVICE RIDER DISCOUNT 
GAS COST .COMMODITY CHARGE 27,791,640 27,791,640 0.0042 
RELE4SE CAPACITYIBALAPICING 

SURCHARGE 27,79?,940 27,791,64C! 0.0149 0.0140 389,083 389,083 0 
SUBTOTAL 27,791,640 29,791,640 1,113,727 1,215,515 [-I 

TOTAL 29,121,i30 29,121,130 1,211,082 1,334,781 r 7 3 , 6 9 9 j  



Northwestern Public Sewice Exhibit-(MCB-2) . . 
South Dakota - Gas Page 5 of 5 

Contracts with Deviations 
Per Staff 

LINE CLASS OF SERVICE TYPE OF 
NO. 81 RATE SCHEDULE CODE CHARGE UNIT 

(4 (W 

ALL THERMS T h y m  

CL;STOMER CHARGE BILL 

EXTENDED SERVICE RIDER DISCOUNT 
AD '4ALOREi49 TAX ADJllSTMENT 

MGP REMOVAL COST ADJUSTMEPJT 

TOTAL 

PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE 
QUANTITIES QUANTITIES RATES RATES REVENUES REVENUES INCJDEC. 

(c) (0) (el (F) (GI (w (1) 



Marthmslem Publla Service Exhiblt - (NICE-3) 

Sou!R Dskcta - Gss Page 4 of 3 
Rate Code 8i ,82,  end 84 

PRESEMT PROPOSED 
CUSTOMER CHARGE 

9 
$4.50 $8.00 

FIRST 30 THERiS $b.ZliiK#l $0.20550 
EXCESS THERMS $0.12200 $0.12700 
PGA and OTIiER ADJ. $0.40070 S0.40976 

Rss ld~n t la l  - Rate Code 84 

AMOUNT OF 76 
FRESEMT PROPOSED INCREASW !NCREASW 

RATE FATE '(DECREASE) (BECREBSEL 
(a) (C) / (Dl (€1 

54.53 $8.03 $1.53 33.33% 
10.60 12.15 1.56 14.07% 
10.74 21.35 1.84 8.29% 
33.43 35.19 1.77 5.28% 
46.72 48.51 1.89 4.05% 
49.38 51.29 1.92 3.88% 
60.01 62.03 2.02 3.38% 
73.30 ' 75-44 2.14 2.92% 
88.60 88.88 2.27 2.62% 
99.89 102.28 2.39 2.3945 

1*3.18 155.70 2.52 2.22% 
126.47 123.11 2.64 2.09% 

AN,OUMT OF PERCENT 

P,MRAGE P 

(F) (GI 
JAN 
FEE 
MAR 
W R  128 $73.80 s 75.05 32.14 2.9% 

MAY 49 t32.83 $34.40 $1.76 5.4% 
23 $18.81 320.44 91.63 8.7% JUN 
18 "315.77 S17.37 S1.M 10.2% jUL 

AUG 15 $13.58 t15.17 $1.58 11.6% 
14 S13.27 514.85 31.58 11.9% SEP 

OCT 32 523.78 525.43 f 1.87 7.0% 

NOV 82 150.27 352.16 $1.92 3.8% 

DEC 11% 3l.Lzz a.l&! s p s  - 3 0% 

988 $603.4 1 $828.51 d23.M 3 8% TOTAL 

AVERAGE MONTHLY USE -J 82 Therma 



Nofthwfastem Public Sewice 
South Dakota - Gas 

Exhibit - (P;;t83) 
Page 2 of 3 

Raie Code dl, 82, and 84 
Rate Ccmparison 

Per Staff 

PRESENT PROPOSED LINE 1.10. 
21 CUSTOMER CHARGE $4.50 $7.00 
2;! FIRST 4W TIiERNlS $0.1 1410 J0.13090 
23 NEXT 1,600 THERMS $0.0%110 50.08910 
24 EXCESS THERMS $0.05410 S0.05410 
25 PG.4 and OTHER ADJ. $0.40970 $0.40970 

SMALL COMMERCIAL - Rato Code A2 

PRESENT PF3OPOSED INCFEASU INCREASO 
THEWS RATE HATE (DECREASE) (DECREASE) 

(A) :0) (C) (0) (El 
23 0 4.50 7.00 $2.50 55.55% 
77 50 30.68 34.03 3.34 10.88% 

AVERAGE PRESENT PROPOSED IKCREASW lNCREkSO 
MONTH THERMS __RATE RATE (MGREASE) ICECRUSE) 

(F) 7 (to (1) (J) OC) 
JAN 821 316.57 325.70 9.22 2.9'16 
FEB 977 288.21 305.43 8.22 3.1% 
KAR 903 281.81 270.83 0.22 3.5% 
APR 307 212.54 221.71 9.17 4.3% 
MAY 138 76.60 81.42 4.81 6.3% 
JUN 69 40.28 43.%3 3.85 9.1 % 

JUL 80 35.92 39.43 3.51 9.8% 
AUQ 99 32.83 33.24 3.4 1 10.4% 

SEP 50 20.92 34.27 3.35 10.8% 

OCT 90 91.M 55.62 4.02 7.7% 

NC'J as 1 141.25 148.13 8.89 4.9% 

DEC 394 w 8.1 1 2l.Ui3 -- 4.3% - 
TOTAL 3,2!4 $1.707 $1,703 $75.98 4.4% 

AVERAGE MONTHLY USE 298 Thsnna 



Northwestern Public Sewice E x h i b i l  (MCB-3) 
South Dakota - Gas Page 3 of 3 

Rate Coda 81,82, end 84 
Rate Comparison 

Per Stzff 

LINE NO PRESENT PROPOSED 
38 CUSTOMER CHARGE $70.00 S80.00 
30 ALL THERMS $0.03640 $0.05880 
40 PGA and OTHER ADJ E0.25040 $0.25040 

LARGE COBP.MERCIAUIF6DUSTRlAL FIRM - RATE CODE 84 (OPTION A) 

AMOUNT OF % 
PRESENT PROPOSED INCREASE1 INCREASE/ 

AMOUM OF PERCENT 
AVERAGE PRESEM PROPOSE0 INCREASE/ INCREASW 

FEE 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
FIOV 
DEC 

TOTAL 

AVEKAGE MONTHLY USE = 2,760 Therms 

LINE NO PRESENT PROPOSED 
55 CUSTOMER CHARGE S260.00 6280.00 
58 ALLTHERMS SO.01000 50.02010 
57 PGA and OTHER ADJ $0.25040 80.25040 

LARGE COMMERCIAUIHDUSTRIAL FIRM - RATE CODE 84 (OPTION 6 )  

AMOUNT OF %6 
PEESENT PROPOSED INCREASU INCREASE/ 

-- THERMS RATE RATE (DECREASE) (DECREASE) 
(A) (3) ( C )  (01 (€1 
0 iEO.00 280.50 S20.00 7.69% 

2 50 327.10 347.70 20.60 6.30% 
500 394.20 415.10 21.20 5.3896 

1 .oOO 528.10 550.80 22.40 4.24% 
2.503 831.00 057.00 26.00 2.70% 
5.00:1 1,692.00 1,634.00 32.M 2.00% 
10.000 2.B44.00 2,8&3.00 44.00 1.49% 
20.OGC 9,628.00 . 5,836.00 0O.OU 1.21% 
35.000 9,WI.OO 9.7513.00 1CJ.00 1.08% 
%.000 13,880.00 13,82U.00 140.00 1.02% 
6O.WA 10,384.00 16,528.W 164.00 i .OOX 
70,020 19,046 00 19,236.30 188,OO 0.09% 
75.000 20.390 CJ 20,590.00 200 00 0 98% 

iZMOUMOF PERCENT 
AVERAGE PRESENT PROPOSED INCREASE1 INCREASE1 

MONTH THERMS RATE RATE (DECSEASE) (DECREASE) 
( F )  G I  [I+) ( i )  [ J) (Kj 

JAN 70.064 19.065 09 19.223 24 188.15 1 .O% 
FEB 32.177 8.898.28 8.993.51 97.22 1.1% 
MAR 28,048 7,787.93 7.675.29 E7.31 1.1% 
APR 18,295 5.438.85 5,505.16 55.31 12% 
MAY 52,867 3.7j3.40 3.764.28 50 86 1.4% 
J U N  5,147 1.641.43 1.873.79 32.35 2 0% 
JUL 1.253 568.44 619.45 23 01 3 9% 
AUG 377 351.18 382.09 20.90 5 8% 
SEP 81 1 477.87 499.02 21.95 4 6% 
OCT 3.412 1.175.79 1,203.98 28.1 9 2 4% 
NOV 10,335 3,047.62 3.09255 44.93 15% 
DEC - 31.388 W ~ L  r"l79 84 95.33 - 11% 

rOTAL 21 9.224 $6: .tX3 57% 5-4 1 2 %  X0,898 

i l  AVERAGE tAONTHL'f USE 1: 15.934 T h e r m  



LINE 
NO. 

Northwastern Public Serwice Exhibit - (MCB-4) 
South Dakota - Gas Page 9 of 3 

Large CornmerciaUlndustrisI Interruptible - Rata 85 
Rate Cornpa~ison 

Per Staff 

CLASS OF SERVICE rYPE OF PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE PERCENT 
8 RATE SCHEDULE CODE CHARGE UNIT QUANTITIES QUANTITIES RATES RATES REVENUES REVENUES INC.IDEC. CHANGE 

(A) (W (C) (0) (El (F) (GI (HI i f )  

large Con?mercla!l!ndustrlal 
lntorrupllblo . Rgta Coda 88 (Option A) 

ALL TYERMS Therms 3,037,730 3,937,730 0.0364 0.0388 143,333 152,784 9,451 

CUSTOMER CHARGE BILL 1,329 1,329 70.00 80.00 93,030 1538,320 13,290 

AD VALOREM TAX ADJUSTMENT 3,937,730 2,937,730 0.@05L? O.I?O&l 25,201 23,201 0 
MGP REMBVAL COST ADJUSTMENT 3,937,730 3,937,730 0.01 40 0.0140 55,128 55,128 0 

GAS COST COMMODITY CHARGE 3,037,730 3,937,730 0.2300 0.2300 905,678 905,676 0 
RELEASE CkPkClTYlBALANClNO 

SURCHARGE 3,416,180 3,416,180 0.0170 0.0490 58,075 58,075 0 
SUBTOTAL 3,937,730 3,037,730 1,280,446 1,303,187 122,7411 1.8% 

ALL THERMS Therms 487,770 487,770 0 0180 0.02(14 8,760 9,951 1.171 

CUSTOMER CHARGE EILL 4 8 4 8 280.00 280.00 12,480 13,440 960 

AD WLDREM TAX ADJUSTMENT 
MGP REILllGVAL COST ADJUSTMENT 

GA9 COST COMMODIW CPARGE 
RELEASE CAPACINIBAl.4BCING 

SURCHARGE 
SUBTOTAL 

TOTAL 4,425,500 4,425,500 1,431,082 1,455,934 1-1 1 7% 



LINE 
NO. 

CLASS OF SERVICE TYPE OF 
8 FiaTE SCHEDULE CODE CHARGE UNIT 

(A) (B) 

Transp0rtatlon Reto Code 87 (Option A) 

ALL THERMS Therms 

CUSTOMER CHARGE BILL 

EXTENDED SERVICE RIDER DISCOUNT 
AD VALOREM TAX ADJUSTMENT 

MGP REMOVAL COST ADJUSTMENT 
SUBTOTAL 

TranriporLation - Rate Coda 89 (Cpllon 13) 

ALL THERMS Therms 

CIJSTQ!AER CHARGE BILL 

EXTENDED SERVICE RIDER DISLOUNT 
GAS COST COMPAODITY CHAFZGE 
RELEASE CAPACITYIBALANCIFG 

SURCHARGE 
SUBTOTAL 

TOTAL 

Northwestern Public Service Exhibit.,-(MC8-4) 
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CHAIRMAN BURG: Bob, can you hear me? 

MR. TOWERS: Yes, I can. 
I 

I CHAIRMAN EURG: Welcome. I'll begin the 

hearing for Docket NG39-002, In the Matter of the 

Application of Northwestern Fublic Service for 

Authority to Increase Rates for Natural Gas Service. I 
The time is approximately 9:OO a.m. The date1 

is October 20, 1999. and the location of the h.earing is1 
I 

Room 413, State Capitol Building, Pierre, South 

Dakota. 

I am Jim Burg, Commission Chairman. 

Commissioners Laska Schoenfelder and Pam Nelson are 
.. 

also present. I am presiding over this hearing. The 

I hearing was noticed pursuant to the Cominissionts Order I 
for Notice of Hearing issued August 3rd, 1999, and the 

Amended Order for the Notice of Hearing issued October 

12, 1999. 

The issue at this hearing is whether the 

C~mmission shall grant Northwestern Public Service's I 
I 

request to implement revised natural gas rates, 

schedules, designed to rroduce additional revenues of 

I 
$2,108,112. 

I ~ l l  parties have the right Lo be present and 

21 / to be represented by an attorney. 411 persons so 1 
- I 



1 testifying will be sworn in and subject to 
I 

2 

3 

rocedural and evidentiary matters. The Commission may 

hverrule its counsel's preliminary rulings throughout 

cross-examination by the parties. The Commission's 

final decision may be appealed by the parties to the 

4 

5 

6 

.he hearing. If not overruled, the preliminary ruling 

 ill become final rulings. 

State Circuit Court and the State Supreme Court. 

Rolayne Wiest will act as Commission 

counsel. She may provide recommended rulings on 

At this tim,? I'll take appearances Eou the 

~arties. Northwestern ?ublic Service. 

MR. MOLSTAD: Yes, Wr. Chairman. Appearing 

for Northwesterri Public i-s myself, Russell C. Molstad, 

Jr., Rusty Molstad, and Alan Dietrich. 

CHAIRMAN BURG: Staff. 

MS. CREMER: Karen Cremer for staff. 

CHAIRMAN BURG: Arid let the record show thal 

b Towers is on the phone. And he's an expert wltne: 

for staff; is that correct? 

MS. CREMER: Yes. He will be exp1aini.n~ th, 

settlement position of staff. 

CHAIRMAN BUiXG: Okay. And he is joining us 

on the phone? 

MR. TOWERS: Yes, I a m  here. 
-- 



CHAIRMAN BURG: Good morning. With that, 

C1ll turn it over to the parties at this time for what, 

[ understand is a settlement proposal; is that 

MR. MOLSTAD: That's correct, Mr. Chairman. 

Zan you hear me, Bob? 

MR. TOWERS: Yes, I can perfectly. 

CHAIRMAN BURG: Wonderful. 

MR. MOLSTAD: Before I start my presentation 

Mr. Chairman, members of the Commission and Commission 

staff, I would like to introduce those that are here o 

behalf of Northwestern Public Service to answer any 

qaestions that you might-'have as this settlement. 

agreement is discussed. 

Here today are is Nike Hanson, also Rod 

Leyendecker, Jeff Decker, Curt Pohl, Dave Monahan, and 

Tom Hitchcock. 

Northwestern Pubiic Service filed for a 

revenue increase for its natural gas in South D s k o t a  c 

June 1st. And in that ~articul-ar request Xorthwestern 

asked for an annual revenue increase of approximately 

2.1 million dollars, which would have been a six 

percent increase. This was the first natural gas 

revenue increase request since 1994. 

Several reasons for this rate increase 



1 1 request were increased costs of operation, 2.nd a l . s o  I 
2 1 recovery costs for the expanded distribution system. i 
3 1 In the course of the process itself and the 1 
4 rate increase application, the case was thoroughly 

5 

6 

I of the staff and staff testimony was filed supporting 

reviewed by the staff. Data requests w e r e  exchanged, i 
submitted, and exchanged by the parties, and 30 ehe 1 

7 

8 

I 10 1 an increase of approximately $402,000, compared to the I 

case was thoroughly gone over. 

At the conclusion of that portion the review 

11 

14 1 Northwestern entered into several settlement I 

2.1 million dollars revenue increase that was requested 

12 

3.3 

If you approve this settlement, y ~ u  will be I 
I 

by the company. 1 
After the staff position was filed, staCf and 

.- 

l 8  1 approving an annual overall revenue increase of 
I approximately $1,279,000, which is approximately 3.8 

22 1 Northwestern is requesting that t h e  new rates 

20 

21 

2 3  / go into effect on December 1st of this year 'and that I 

percent compared to the six percent izcrease that was I 

requested by Northwestern in its rc.te filing. 
I 
i 

24 

25 

billings before December 1st will show the old rates I 
and billings after December 1st will incorporate 

I 



I new rates for those billings. 
1 I want to bring out just a couple items I 

I know is of interest in this case. One is the issue in 

I the settlement agreement dealing with affiliate 
I contracts and just giving an overview of that. 
1 As part of this settlement agreement 

7 ( Northwestern has agreed to provide to the Conmiesion 

1 for its information by December 1st of this year 
I contracts between Northwestern and any separate I i 

10 

11 

12 

13 

17 1 do include a reasonable profit. I 

15 

16 

We wiil maintain records and furnish 

affiliated company that does business with Northwestern 

Public Service related to the utilities business in . 
South Dakota. 

These contracts will identify the parts and 

1 

1 
I 
1 

14 , services to be provided by that affiliate company to 
Northwestern and also will provide that the prizing and 

products will be based on the affiliate's costs, which 

1 
I 
I 
I 

I 
I 
I 

I 

21 

2 2  

no later than December 1st an explanation of 

Northwestern's corporate expenses and allocations 

2 5  Corporation to Northwestern Public Service. 
- -- _I 



8 

And then after that, after June 30th, we will 

with any new and revised 
i 

3 

4 

contracts and changes in methodology that has come 

about since the initial following. Also we would be 

5 

6 

12 1 Corporation, which is a separate corporation to I 

including any changes of allocation of expenses from 1 
Northwestern Corporation to Northwestern Public 

7 

8 

9 

10 

11 

Service. 

The other issue that I want to bring to the 

Commission's attention in that part of the settlement 

agreement is the issue of the Nekota pipeline. The 

costs that have been charged .. from Northwestern Energy 

13 

14 

15 

Northwestern Public Service, those have been agreed to I 
be dezlt with in the separate hearing that wiii follow 

this settlement hearing today as a separate proceeding, 

16 

17 

2o I We would ask you to approve this settlement I 
I 

i 
separate and apart from this rate case itself, to 

determine the reasonableness on a continuing basis of 

18 

19 

21 I in its entirety. We have brought several individuals 

those costs that are being charged Northwestern Public 

Service connected to the Aberdeen pipeline. 

22 1 here from Northwestern to answer any questions that you 
23 

24 

25 

might have in this matter. And with that, we would 

entertain questions, Mr. Chairman. 

CRAIRMAN BURG: Okay. Does staff have any 



comments on the proposed settlement? 

MS. CREMER: I thought we would go, if you 

want to ask the ccmpany questions, and then we would gc 

that, can Bob can give his - -  

CHAIRMAN BURG: My thinking is any comment 

ou have may satisfy questions, and rather than 

uplicate them so - -  because it was a settlement of 

10th sides. 

MS. CREMER: All right. Were you going to 

.ntroduce the settlement agreement? I can. 

MR. MOLSTAD: Yeah. I assume that you have . 
-t; right? 

MS. CREMER: The original is in the 

:ommission docket, yeah. Did you bring another? 

MR. DIETRICH: We have a photocopy. 

MR. MOLSTAD: We have a photocopy. 

MS. CREMER: They all have a copy of it, but 

,ve should probably get it marked and placed in the 

record. 

MR. MOLSTAD: Assuming you have the original 

to be marked. 

MS. CREMER: It's in the docket downstairs. 

CHAIRMAN BURG: We'll have to give the 

original copy to the reporter. 

MR. MOLSTAD: Do we want to attach the - -  



10 / questions. 5 0 .  Bob, I would turn it aver to you at 

1 

2 

3 

4 

6 

7 

8 

1 1  / this time. 

M S .  CREMER: Staff would join in the motion 

seeking approval of the settlement agreement. 

Bob Towers, as we said, is on the line and 

will explain the settlement agreement from the staff's 

case up through the rebuttal of Tom Hitchcock and 

Mr. Hanson. 

I MR. TOWERS: Okay. Fine. I'll try not to i 
13 1 repeat too much of what Alan (sic) just already said. I 

7 
l4 I We all know this case concerned a petition by 

5 

9 

1 increase in customer bills. I 
i 

point of view. All the testimony was filed in this 

1 5  

16 

17 

1 8  

I prefer to look at the increase in terms 02  I 

After Bob explains staff's position on this, 

the staff is available if you would have any 

1 

the company for a 2.1 million dollar rate increase i 
based on the 1998 test year. And as Alan (sic) 

indicated, if it's approved, if it were to have Seen 

i 
I 

approved, that would have been about a 5.26 percent 

E 

customer's bill. 
, 

I 
____I 

21 

22 

23 

24 

its impact on the non-gas portion of customer bills. 

Since gas costs are not an issue in a base rate case so 

the 2.1 million really would have been about a 17.8 

percent increase in the relevant component of the I 



- 11 

As Mr. Dietrich (sic) said, the company did 

increased costs since the 1994 rate adjustment and 

area expansion costs that were being rolled 

rate determination at this time. The company 

I rate base, which reflected an 11 1/4 percent return on 
1 equity capital. 
1 -And it designed rates by customer class to 

I 5 designed the rates, or calculated the revenue 

6 requirement first to introduce a 9.27 overall retura on 

10 

11 

produce the same rates of return, each class producing 

the same overall rate of return. Most of the proposed / 
12 

And, of course, the experience o f  the 

rate increase, or a great portion of it, was reflected I 

1 4  

15 

16 

1 7  

18 

1 9  

2 0  

22 1 in-house stas££ was quite helpful. Particularly, r 

l3 1 
in significant increases in the proposed customer 

charges. 

The staff took the company's filing, the 

testimony of each 05 its supporting data, analyzed the 

pretty thoroughly, engaged in fairly extensive 

discovery. Several of the staff people from Pierre 

went up to Huron to explore various things at the 

company's offices. 

25 / information was very helpful in understandiog thixgs 
2 3  

24 

recall Martin Bettmann's experience. I think the 

pipeline inspector having been out in the field, his , 



12 
7 

like the expansion of the territories, customer load / 
growth, and things like the Mekota pipeline issue, 

which 1'11 mention later. 

The staff combined - -  the staff, after 

completing all this analysis, the staff presented 

testimony of six witnesses, including myself and my ! 
I 

associate, Basil Copeland, and the various people there1 
I 

on your staff in Pierre. 

All of the recommendations of t . h e  witnesses I 
I 

were comb<ceed-into a single exhibit, which i presented,/ 
I 

and that indicated a revenue deficiency, or justified 

rate increase cf what we thought'around $4O@,OOO as 

opposed to the 2.1 million the company was requei-ing. i 
I 

I 
I 

However, it became apparent very close to the1 

time staff was ready to file its case, that one of the i 
issues that was raised was, in all likelihood, the 

purchased gas adjustment issue rsther than a b;se rate 

issue. 

And as indicated in my testimcny, that if 
I 

( that issue, which is the Nekota pipeline, Aberdeen I 
pipeline issue, were to be severed, that the cverall 

rate increase, base rate increase that wculd be 

justified wzs about $817,000, inasmuch as the PGA issue 

would have reduced rates by 470, netting out to the 4 0 2 ,  

that's in the filed exhibit. I 
- 



Staff did not take issue with the company's 

lass costs allocation. They appeared to be sound, 

easonable, and generally consistent with what staff 

as done in the past with the settlement of the 

idAmerican case. 

Staff also endorsed the uniform rate of 

eturn concept and did not dispute the proposed 
1 - 

:ustomer charges,-a1,though we did take issue with the 

:osts that the company h<d identified in support of t h j  

:ilstomer charges. 

I know this is sometimes an issue of 

>articular concern to the Comrnlssion so I would just 

nention that this company's reside~tial customer charg 

?resently is $4.50 per month and they're proposing to 

increase that to $6.00. And as I say, the staff is 

agreeing with that change, But $6.00, according to the 

company, was justified because the company believed the 

customer costs for that class were in the range of 

$14. G O .  

I looked at that issue and my decer~ination 

was that the customer costs for the residential class 

were more like eight dollars, which is significantly 

below the company's cost determination, but still well 

above even the proposed customer charge. 

So it was staff's view that the customer 



. . 

harges that the company was proposing were cost 

ustified. 

There's also been discussion already of the 

iffiliate transaction issue. This, I believe, is the 

iirst case in which the staff had to deal with the 

2ffects of significant restructuring of Northwestern 

?ublic Ser- ice-Company . 
-1 - 

As you know,, .the --. NWPS, sometimes you refer t 

3s N P S ,  is now trying to distinguish the different 

entities. The utility is a division of N~rthsest, is 

now a division of Northwestern Corporation and 

Northwestern Corporation and subsidiaries zhat perforn 

itself. 

And that gives rise to tnese affiliated 

less-than-arms-length transactions which w e  found - -  

costs. The case is unique in t h a ~  while w e  had 

difficulty dealing with or underst3nding what 

specifically the costs of the services performed in the 

test year were, the costs were significantly, in txcst  

cases, significantly lower than they had been in the 

immediately preceding years. 

And so staff was reasonably confident that 

the costs built into this rate determination are 



reasonable, yet staff could also see that this would be1 

a formidable problem in the future in making some 

assessment of an appropriate reasonable cost for the 

So an important part of our recommendation ir 

this case in the filed testimony was the recommendatior 

that the arrangements between affiliates be fcrmalized 

into contracts which would specify not o ~ l y  the 

.. 
\ 

re to be priced, and wou.ld provide a means, some 

easure of effort, for example, time logs, invoices, 

hat sort of thing, which would support these 

ransactions. 

So that in the future when staff is looking 

it either gas or electric revenue requirements for thi 

:ompany, that they'll have a sound basis to make 

judgments about the affiliate transactions which seem 

:c me are very significant. 

The difference between the company and the 

staff on the revenue requirements issue, pctting asidc 

affiliate transactions and putting aside the Aberdzec 

pipeline issue, there are about, I chink, acccrdi~g t( 

my count, 1 2  or 13 issues addressed by various staff 

witnesses, including such things as the sales 

services performed by affiliates. 

services bStng-prnvided, but just how those scrvices 

a 

m 

t 

t 

a 

I c 

I 

1 

1 

L 

2 

3 

4 

t 

adjustment, comput.er rent, or affiliates' use of some 
1 - ----- 



Dr gas inventories, adjustments meaning reductions in I 
laimed dues and association dues and economic I 1 

evelopment expenses, adjustments to rate case expense, I 
ccount capital, deletion of some of the costs of the I 
ompany's compensation plan, reduction in income taxes / 

I 
elated to the filing of a consolidated return by 

orthwestern corporation. 
1 - 
And, of course, the issue that's always here 1 

. I 

16 

1 office space in Huron, and adjustments to the rate 
1 

f c 

C 

d 1 

a 

C 

r 

N 

i 

C 

C 
b 

I' 

j 

I 

: 

I 

4 

1 

1. 

n rate cases, a rate of return, which is to say 

apital structure, what the differences of capital 

~tructure should be and the return on equity capltal. I 
i 

Following the filing the staff made, 1 
9r. Dietrich (sic) ind.icated there was one big meeting 

in Pierre, which I attended, and then there were 
I 

lumerous discussions, I know, taking place to see if 

some of these issues could be resolved by settlement. 

And the bottom line af those discussions was 
1 
i 
I 

an agreement, good and comprehensive agreement, I 1 I 
i 

believe, which contained. three elements. One is the 

base rate increase of $1,273,000, which is to say abcut 

60 percent of the company's request. That translates 1 

2 4  1 bills, but more importantly, as f view it, it's an I I 

2 

2 3  to an increase of 3.8 percent overall in customers' 
I 
I 
I 

2 5  increase of about 10.8 percent in the non-gas cost 
- 

I 
_I 



17 

portion of customerst bills. 

And I cite that number because 1 kind of 

compare that number with what's happened to inflation 

Y 

El 

f 

t 

m 

0 

a 

E 

CI 

P 

enerally during this four-year period since the last 

as rate base rate adjust.ment. The CPI over the 

our-year period has increased by about 12 percent. Sc 

he settlement base rate increase is somewhat less, . . 
\ 

odestly less than-g-e.neral . inflati-on that has occurred 
\ 

ver the four-year period. 

The second element of the settlement 

~greement is to separate the Aberdeen or Nckota 

~ipeline issue and to try that as a separate PGA issue 

~hich is what it is. And I understand the Commission 

fill be addressing that following the consideration of 

:he settlement. 

And then the third component could be the 

3greement, as Mr. Dietrich (sic) explained, to file t.k 

affiliate agreement. 

P .  The base rate increase, ijrst of all, staff 

does strongly recommend adoption of the settlement. I 

think the base rate increase is reasonable. It' 

reflects movement on staff's part from the 600 and 

some, $870,000 I think the number was, that we first 

thought was cost justified. 

It reflects movement on z w o  issues: One is 



L 8 
_1 

1 / the consolidated facts issue, and that's a signi.ficani I I 
2 movement on that issue of some $220,000. That should 

1 

3 be really - -  it really should be viewed as almosc a 
I 

4 correction to the staff's file in the case. The daca 

I 
I 

5 we had relied on - -  that I had relied on in p r r p a r i A 1 g  1 i 
1 

6 that adjustment were not the data that I thought they i 

7 were. And when the proper data were used, the 
I 
i 
I 

- - 
8 adjustment was--diminished significantly, and that added 

I 
1 

9 221,000 to the revenue requirement. 

10 The remaining movement from the scaffrs par? 

13. I dealt with capital structure and return on equity. 
l2 I And, here again, we think the movement is justifidd. 

1 Ultimately the settlement reflected use of what's 
14 1 referred to as the stand-alone NWPS capital structure, 1 

1 
15 

16 

17 

18 

which consists of about 46 percent equity. Equity 

being, of course, the most expensive and is the 

component of capitalization that a component on which 

the return is not tax deductible. 

19 

2 0  

So the staff has moved to the intermediate 1 
I 
I 

The company had in its filed case asked for a 

consolidated Northwestern capital structure, which had 

21 

25 figure of 46 percent on the return ox equity. The I 

------ I 
I 

I 

about 49 percent equity in it. And the staff witness, 

Basil C:opeland, used an adjusted capital structure, 

which w a s  about 3 7  percent equity. 



Zompany had requested the same rate of return on equity 

rhat had been granted to them in 1994. That was 11 1/4 

sercent. The staff's evidence was for a maximum return1 
I 

3n equity of 10 percent. The settlement, however, is 

at just a slightly higher rate of 10 1/4. 

Ament on We think 10 1/4 is justified and movc 

le note that the settlement produces a pretax boild 
1- 

.nterest coverage of ab0u.t 2.9 times, which we Zhink is 

imple but not excessive. 10 li4 percent on equity is 

Less than what the company asked for, less t.han what 

:hey entered in 1994, and just 25 basis points a b ~ v e  

staff's recommendation here. The overall rate return 

is also down from the rate of return in the last case. 

And last of all, but not least of all, is 

that the whole settlement on revenue requirement was 

against the background of establishing procedures for 

the staff that will greatly facilitate, I think, the 

staff and Commissionrs assessment of the rate 

application in the future and that is the filing of 

these agreements between the affiliates. 

CHAIRMAN BURG: Okay. 

MR. TOWERS: That's it. We recommend the 

settlement be adopted. 

CHAIRMAN BURG: Okay. Thank you, Bob. 



CHAIRMAN BURG: Bob, 1 have one I want 

1 

2 

3 

Karen, do you have anything else from any from any 

other staff people or yourself? 

MS. CREMER: No, we don't. 

5 

6 

7 

l2 I for that is because the rate payers have a higher risk i 

clarified a little bit more on the income tax 

calculation. If I understand, the adjustment that is 

recommended in the settlement is to give some benefits 

8 

9 

10 

11 

because they would have to share if the taxes were I 
I 

to the tax.savings from the consolidated filing to give - 
some of those bene-s to the rate payers? 

\ 

MR. TOWERS: That's correct. 

CHAIRMAN BURG: Because the - -  and the reason 

14 

15 

1 to the total tax owed. That's one reason. 

higher on a consolidated basis. 

MR. TOIiERS: That's one of the things that I 

1 5  

1 7  

19 1 But the main reason for the adjustment, 

observed in my testimony, that there is an exposure on 

the part of anyone entering into a consolidated return 

2 3  1 than the tax that is calculated on the consolidated 

2 G  

2 1  

2 2  

however, is that the consolidated :ax is the t .ax 

actually paid by the corporate entity. There is no 
I 
i 

other tax being paid to the federal government other ! 
2 4  

2 5  

return. 

And so whenever there is significant - -  and 



you like to see consistent preavailability c f  t 
2 the taxable losses of affiliates, offsetting the i 

t 
3 taxable income of others joining in the consolidated 

I 
I 

4 

5 

return. I 
It's my belief that the entities having the I 

6 

lo  I that the tax losses are of any significant value. 

taxable income should be apportioned a portion kind of 
I 
! 

7 

8 

9 

I CHAIRMAN BURG: And then how do they 

a pro rata share of the benefits of the tax losses of 
. 

the other entiTies-.. Because it's only by reason of the --- .,. I 
---\ 

taxable income of those companies having taxable incone 

1 stand-alone basis as if Northwestern Public Service, i !  
1 I 

12 

13 

14 

which is, as I said, only a division of Northwestern 

calculate it originally? In other words, why di& you 

have to make adjustment? 

MR. TOWERS: The company's filizg reflected a 
I 

17 

18 

2 2  I CHAIRMAN BURG: Okay. That clarifies it. 

Corporation, were a separate taxpayer. 

CHAIRMAN BURG: Okay. So they % e r e  

19 

2 0  

21 

calculated on the basis of stand-alone even though they 

filed consolidated? 

MR. TOWERS: Yes. 

25 think my question - - this is Commissioner Schocnfelder, 
L -.- i 

2 3  

2 4 

Any ~ t h e r  questions? 

COMMISSIONER SCHOENFELDER: I have some. I 
I 



Mr. Towers. 1 think my question goes to the company 

basically. Eut I'm looking at - -  well, obviously when 

anyone presents us with a customer charge increase, we 

expect a certain amount of dissatisfaction from your 

public. 

I'm looking at the transportation rate 87 
1 

where you have-ption A and Option B on the schedule 
I- 

with the settlement. ?-?kink for my clarification, 1 
\ 

think if I've calculated this right, you have 26 

customers on Option A? 

MR. TOWERS: Miss Schoenfelder, if you're 

asking that of me - -  

COMMISSIONER SCHOENFELDER: I ' n  asking the 

3ppropriate that I ask the company that. I think if I 

zalculafed it right, it should be - -  

MR. HITCHCOCK: I r i n  Mr. Hitchcock. Yes, and 

26 customers would be correct. 

COMMISSIONER SCHOENFELDER: Okay. Without 

asking specifically who those customers are, I guess I 

could ask you that, but what I really want to know is 

what kind of customers they ar2, or what is - -  I can 

see what their consumption is. R n t  I want to know w h a  

their size is. Is this sort of small- business? 

MR. HITCHCOCK: These are customers that 
- 
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would generally be better off under this rate if they 

2 ( used less than 110,000 therms of gas in a year. I 
COMMISSIONER SCHOENFELDER: I understood 

that. 

MR. HITCHCOCK: So they are the small 

6 1 customers .I Principally, the customers that are 1 
1- 
1.. 

transporting on ~orthw&s-rn's system today that would 
,\ 

8 1 fit this category would be school districts, some grade I 
schools and some smaller industries. 

COMMISSIONER SCHOENFELDER: Churches? 

MR. TOWERS: We don't have any churches that 

are on the - -  

COMMISSIONER SCHOENFELDER: The reason I'm 

asking this is a significant increa.se in the customer 

service charge from 70 to $130, if I ' m  reading this 

chart right. And that seems to me that, you know, the 

might be better off there. 

But if they don't like the up-front charge, 

the customer service charge there, is there another w a y  

that you can - -  is there another proposal for them that 

might be more palatable to some of those entities? 

MR. HITCHCOCK: I guess I could answer :he I I 

2 3  1 yiestion this way: If they were on our small Option A 

24 I service for either rate 84 or rate 8 5 ,  they're still I 
I I I 2 5  going to incur that same customer charge increase. I'm, 
i 



.s each of them is going to have a $50.00 increase 

:here to pay for the cost of additional telemetering 

zxpense because we have to basically balance these 

Loads on -daily basis and track their units of . 
:onsumption. ---\ 

-. 
When they're a sales customer, those meters 

3re just read once a month. 

COMMISSIONER SCHOENFELDER: But the 70 to 13( 

is more than 50 bucks, it's 60, isn't it? 

MR. HITCHCOCK: Yes, but we started with the 

premise that all those customers got a $10 general 

sorry, they're going to have an increase there but 
i t r s  going to be still $10. 

What we're doing with the transport customers 

i 

t 

E 

I 

C 

I 

increase and those that were transporting would have a] 

additional 50. 

I 

COMMISSIONER SCHOENFELDER: Okay. But there 

- 

is another option if they wish, if they go to a sales 

- -  to sales rather than to transportation tariffs. 

MR. HITCHCOCK: Yes. 

COMMISSIONER SCHOENFELDER: Okay. That just 

seems significant to me, as did Option B ,  but Option 9 

you have a lot more customers there. I assume those 

are probably larger users? 

MR. HITCHCOCK: I would cha.racterize that t h t  



Iption B customers would - -  most of them are of such 

size that they would rather see a bigger increase in a 

zustomer charge than the unit charge because some of 

these customers have such big volumes that even $ 1 0 0  

zhange in a customer charge in a month is minimal 

zompared to their volumetric charge. 

COMMISSIONER SCHOENFELDER: I'm not going to .-. 
-\ 

disagree with this.-\I-just -_ wanted it explained a 
-'.. 

little more. And I think we also need to realize 

MR. HITCHCOCK: Yes. 

COMMISSIONER SCHOENFELDER: Thank you. 

CHAIRMAN BURG: Just to follow the quick 

luestion on that one. Why was it necessary to make 

:hat increase in this one? I mean, in other words, wa 

it out of balance in the past that made it necessary E 

nake that kind of adjustment? 

MR. HITCHCOCK: This goes to a proceeding we 

had about three years ago, and I think the docket was 

N G 9 6 - 0 1 5  where PAM Natural Gas sent a memo, or an 

E-mail to the Commission expressing some concerns cver 

the purchased gas costs of the company and certainly 

That led to a filing by the company during 

mid-year ' 9 6  where we looked at the services that were 
- 



I provided. And generally the transportation customers I 
and the sales customer, if they were the same class, 

I that distribution service, plus customer charge was 
settled at the same rate. Essentiaily, if you were a 

transport customer you had the same delivery service 

costs that a sales customer had. The sales customer 

would just pay for the added sales or purchased gas 

1 cost of the company in the tariff. 
~ h r o ~ g h , t h e  last three years of having . - -.- -. 

**- 

transportation business'& our system, there is 

I certainly a lot of costs that go with transportation 
customers because you have to measure those costs on a 

daily basis, forward information to those third :arty 

shippers, there's a lot of phone charges, faxes, you 

know, administrative costs. 

I I guess the way I look at these rates there 

is a choice for customers. They can either stay sales 

I customers or transport and if the economics are there, 
! they should have the right to transport. But I think 

that those customers should pay a fair cost of 

providing that alternative service. 

CHAIRMAN BURG: But my question was is when 

that was established. I mean why the necessary 

adjustment at this time to the degree it is in the 

class 87, which is incurred risk? Was that a 



iscalculation at the time that the actual- costs that 1 
ent into it? 

MR. HITCHCOCK: No. It was just part of the 

ettlement of that proceeding to - -  basically Jennifer 

rick.son was saying they should - -  they have the same 

ost. Well, rather than trying to bring that. out as an 

ssue and3av-e- a different rate there, we just settled 
l-, 

it that rate and said;*--y~u know, if we file another 
. 

-ate case in the future, we'll look at those costs. 

ind that's what we've done here. 

CHAIRMAN B U R G :  Do you have anything? 

COMMISSIONER NELSON: How would a transport 

zustomer go to being a sales customer? What would be 

the difference in how he gets that service? I mean 

because I'm concerned that schools are one of the 

people that are going to be hard hit with this 

particular rate increase. 

So how would they be able to - -  what would 

they have to do to save as a sales customer? I don't 

understand the difference between transport customers 

and sales customers, I guess. 

MR. HITCHCOCK: Okay. All the school would 

23 / have to do is say to whoever their main shipper is, ws 
24 ( dontt want to transport anymore. We want to go hack t 

2 5  th.e utility sales service because we've looked at the 



2 8 
-3 

economics of it and we're probably better off under s I 
1 sales rate. 
1 Now, scme of those schools, the reason that ! 4 they go to transportation service is that there are ! 

5 ( periods during the year in which it becomes economical I 
6 1 for them to lock in their cost of gas supply for budget/ 

purposes. 

If they were on the sales tariff, the gas 1 - 
supply component ofuL-he rate is just simply a market 

"\ I 
rate, so it is subject to e>reme market fluctuations . - i 
Rut certainly a transport customer can go back to sales 

customer status. 

l3 1 COMMISSIONER NELSON: Does it have any hing I 
to do with a firm price versus an interruptible price? I 

I 
1 MR. HITCHCOCK: No. I 

COMMISSIONER NELSON: Try again to explain to 

17 / me how you can - -  what a transport customer, really how/ 

I does he get his product versus the salesperson I I 

19 ( customer? I I 
MR. HITCHCOCK: If you're under sales service 

with NPS, NPS handles all of the transactions and just I 
i 

bills a gas supply component on top of the base rate ! 
2 3  I component, And that's a regulated rate. The PGA and 

the base rates are costs that are approved by the I 
2 5  Commission. I 

1 I 
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If you're a transport customer, you have to 1 ( go and find a party that will line up your gas supply 
nd deliver it to the town border station. You pay 

hose costs, plus the cost of that delivery on the 

listribution system or NPS system. 

COMMISSIONER NELSON: That takes care of it. 

'hank you. . 
\ 

CHAIRMA@ -B-URG: You said one of the 
--'-. 

ldvantages sometimes that they use is to lock in their 
--. 

:as price at a favorable time sometime through the 

season? 

MR. HITCHCOCK: Yes. 

CHAIRMAN BURG: Do you offer that service to 

sales customers if they want it? 

MR. HITCHCGCR: No. 

CHAIRMAN BURG: So, in other words, their 

costs are on a per month basis? 

MR. HITCHCOCK: Yes. 

CHAIRMAN BURG: One other thing I need and I 

don't know who's the best one to explain it. I thought 

24 ( I'm also saying this settlement of the outstanding 

21 

22 

23 

25 1 issue, where does that lit into these figures? 
-. 

I 
I 

I understood how we got from 2,108,112 to the I 
! recommended 402,290, then the settlement cf 

$1,279,025. But I'm a little bit confused again and I 
I 



1 MR. HITCHCOCK: 1'11 try to address that. 

2 The two million one was of course what the company 

I filed. The 400,000 was staff's testimony position in 

I the case. After all of their adjustments, including 

I the pipeline issue, the pipeline issue was $470,000 -1 

6 1 proposed adjGtment <\ 
7 Because we ha3e Cetermined that that's a 

\ 

8 purchased gas adjustment issue, 'that 470 is added to 

he 400,000 initial proposed increase to get to 870. 

'he difference between 370 and 1,279,000 is the return 
I 

In equity capital structure change, plus the 

:onsolidated tax saves changes. The combination of 

.hose two adjustments gets you from 870 to 1,279,000. 

CHAIRMAN BURG: So the miilion, what was that 

igain, 279, includes the PGA adjustment that is not yet  

ietermined? 

MR. HITCHCOCK: It includes the - -  it 

3xcludes the approximate PGA adjustment now because 

that's part of a separate proceeding. And so we're 

only looking at the base rates. But, you're correct, 

if that was still an issue, then we wouldn't have been 

at 1,279,000 in total, we would have been 470,000. 

CHAIRMAN BURG: That's the part I wasn't 

quite clear on whether this included that or didn't 

include it. Even though that's not a totally done 



eal, that's something that is disputed yet. And Greg 

ust laid out for me a little bit better just exactly 

ow we arrived at that, I guess. 

And this probably is my lack of economic 

~nderstanding, but the 221.905 consolidated tax 

;avings. I-'m n_ot sure how I understand how that was an 
.-. 

~dd-on. I would hav>--thought it would have gone the '. 
2ther way. \ 

\ 

MR. TOWERS: The remaining adjustment for 

zonsolidated tax savings is a negative thing. It 

simply was a larger negative before and it's been 

diminished. 

CHAIRMAN BURG: But in the 400,000 the staff 

:oak the whole thing out? 

MR. TOWERS: That's right. We had a very 

Large adjustment for consolidated. 

CHAIRMAN BURG: And you put 221 back in; is 

that correct? 

MR. TOWERS: That's correct. 

CHAIRMAN BURG: Mow I understand. 

COMMISSIONER NELSON: And the 221 that you 

put back in was because of the wrong numbers that you 

had plugged in in the formula in the beginning? 

MR. TOWERS: That's rigkt. 

MR. XITCHCOCK: I want t 3  make that clear 



that the company itself did not propose a consolidated 

tax savings adjustment in our case. 

trom anybody or anything to add? 

MR. RISLOV: Either Tom or Martin could 

tddress this q<estion. -- But, again, getting to 

"1 :ransportation rate 87, Opti2n A, I believe the - -  if 

C'm correct, under the settlemen?: the overall increasc 

for that category based on test year consumption will 

3e 22 1/2 percent; is that correct. 

MR. BETTMANN: Yes. 

MR. RISLOV: Now, if I could go back to what 

Tom said and making sure I have this correct, did you 

say the average customer used 110,OCC therms a year? 

MR. HITCHCOCK: No. The average customer 

used less than that, but that was the break even amoun 

to between an Option A and an Option B customer. If 

you have used more than that, you would be paying a 
I 

lower cost under Option B. 

MR. RISLOV: What does your average customer 

under Option use, know? 

MR. HITCHCOCK: In the proposed test year 

quantity, approximately 51,000 therms. 

MR. RISLOV: Do you have any sort of schcdulc 

that would show the distribution or the frequency? Or 
-- 

-- 
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l e t  me p u t  t h i s  way.  I b e l i e v e  t h e r e  w e r e  2 6  c u s t o m e r s  

s h o w i n g  e x a c t l y  wha t  t h e y  d i d  u s e  d u r i n g  t h e  t e s t  y e a r  

a n d  w h a t  t y p e  o f  c u s t o m e r  t h e y  would  b e .  

F o r  -- i n s t a n c e ,  someone knowing  t h a t .  5 1 , 0 0 0  i s  

a n  a v e r a g e  a n d  s e e i n g ' t h e  b r e a k  e v e n  i s  110, s o  I'm '. 
\ 

 sing 1 0 0 , 0 0 0  t h e r m s  c o u l d  make ? s i g n i f i c a n t  
\ 

l i f f e r e n c e  i n  t h a t  a v e r a g e .  I n  o t h e r  w o r d s ,  we c o u l d  

l a v e  p e o p l e  c o n s u m i n g  much l e s s  t h a n  5 1  t h e r m s  u n d e r  

: h i s  r a t e .  

MR.  H I T C H C O C K :  Y e s .  You h a v e  c u s t o m e r s  i n  

: h a t  c a t e g o r y  t h a t  a r e  i n  t h e  2 0 , 0 0 0  r a n g e  when you 

Look a t  g r a d e  s c h o ~ l s .  

MR. BETTMANN: I d i d  p u t  t o g e t h e r  a  

s p r e a d s h e e t  o n  a  m o n t h - b y - m o n t h  b a s i s  o n  t h e i r  r e s p o n s c  

v i t h  a l l  t h e  i n f o r m a t i o n  a n d  d i d  some - -  I r a n  some 

numbers  o n  w h a t  t h e  i n c r e a s e  w o u l d  b e  f o r  e a c h  

c u s t o m e r .  

P a r t  o f  t h e  p r o b l e m  t u r n i n g  i t  o v e r  t o  a n  

a n n u a l ,  some o f  t h e s e  c u s t o m e r s  a r e  - -  o r  s e v e r a l  of  

t h e m  w e r e  o n  f o r  l e s s  t h a n  a  y e a r ,  s o  t h e r e ' s  some t h a i  

- - some o f  t h e  s c h o o l s  w e r e  on  f o r  t e n  m o n t h s ,  e i g h t  

m o n t h s ,  a n d  o n e  was - -  o n e  s c h o o l  s y s t e m  was o n l y  f c r  

some s i x  m o n t h s .  

M R .  RISLOV: When you s a y  o n  f o r  s i x  m o n t h s ,  
-1 

t h e y ' v e  o n l y  b e e n  a . c u s t o m e r  f o r  s i x  m o n t h s ?  



I MR. BETTMANN: On this rate, yeah. I assume 

they were customers. 

MR. HITCHCOCK: They would have been sales 

customers prior to that. 

MR. -- RISLOV: So for someone consuming 20,000 
. 

therms, the customer charge would have an approximate 
'--1 

effect of 3.6 cents a therm cust,omer charge alone; is 
1 ', I 

8 

9 

20,000, and that's - -  you get a dollar amount. 

MR. RISLOV: I understand that. I asked if 

you had maybe done that. 

that correct? 

MR. BETTMANN: I didn't do it on that basis. i 

I did it by customer. Customer base I didn't do it. 

MR. RISLOV: Do you have any idea what 

customers consuming 20,000 therms would incur as a 

percentage rate increase under this rate design? 

MR. BETTMANN: You would have to take the 

difference in the charge per therm of where it goes 

from .0364 to .0368. What's that? 2410024 times your 

MR. BETTMANN: Not for ~ 0 , 0 0 0 ,  not a number, 

no, I did not. A typical bill, I did actual bills. 

MR. HITCHCOCK: On a customer that used 

I 

120,000 therms a year, the customer charge going up 6 C  

I would cost an additional $720 annually, divided by 
20,000 therms comes out 3.6 cents per thcrm increase. 

-\ .----- 
. 
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I 

I 
MR. RISLOV: Yeah, I had calculated that 

already. 1 just wondered that combined with the 

commodity charge, what that percentage effect would he 

annually to that customer. 

I guess my question is there's really no 
\ 

information we have-dhat would break out the commodity I 
"-', 

consumption on a customer-b~-customer basis because 
'. 

i 
there are only 26 customers. you; averages can be I 
skewed by just a few larger consuming customers. 

So I think the concern at least that I would 

have is this type of cuscomer charge increase, coupled 
I 

with that commodity increase could lead toward a rate 

increase for certain customers in this class that's 

going to look relatively remarkable. 

MR. BETTMANN: Well, I did run scme numbers I 
I 

both ways without assumed gas costs in there and with I 
the gas cost of all the c-~storners and it does vary 

without the gas costs element in there, because they've 

got to pay for the gas too. 
i 
I 

So their total energy, what I refer co the I 
total energy bill, with just the rates, if you looked 

f 

at just the rates, some of the cuscomers would see as 
i 

much as 30, 35 percent increase. And there's a couple 
i 

large ones that were only on for two monrhs, br: c i t r y  i I 
would be down around six, seven percent. i 

------ 1 .- -..---..- - 
. 

--. 



I M R .  R I S L O V :  And t h e  r e a s o n  - -  a n d  I 

I 
2 u n d e r s t a n d ,  M a r t i n ,  when w e  w o u l d n ' t  be  c o n s i d e r i n g  g R S  

3 1 c o s t s .  B u t  a s  Mr. Towers  h a d  e x p l a i n e d ,  h e ' s  l o o k i a y  1 

5 j i n c r e a s e .  So  1 . m  t r y i n g  t o  make a n  a p p l e s / a p p l e s  

4 

- _  
6 1 c o m p a r i s o n  f m  what  . t h e s e  c u s t o m e r s  would  r e c e i v e  a s  a n  

- 
----."* 

7 1 i n c r e a s e .  <\, 

-\ i 

a t  t h i s  r a t e  i n c r e a s e  a s  a  n o n - g a s  t y p e  o f  r a t e  

I M R .  BETTMANN: Based-n a c t u a l  u s a g e ,  some of i 

l 2  I w h i c h  w o u l d  skew t h i s  a  l i t t l e  b i t ,  w o u l d  l o w e r  t h e  

9 1 t h e s e  w e r e  o n l y  s i x  m o n t h s ,  s o  a  c o u p l e  o f  them were 

1 0  

11 

1 5  1 b i t  o v e r  4 0  p e r c e n t ,  b u t  t h e y  w e r e  o n  s c h o o l  s y s t e m s  1 

t e n  m o n t h s ,  y o u  w o u l d  h a v e  some o f  t h e i r  h i g h e r  - -  it 

w o u l d  b e  l i k e  J a n u a r y  a n d  F e b r u a r y  l o a d s  w e r e  i n  there, 
I 

1 3  

14 

p e r c e n t a g e s .  

Some o f  t h e  i n d i v i d u a l  c u s t o m e r s  g o  a l i t t l e  
i 

l8 1 y o u ' r e  r i g h t ,  y o u  d o  s e e  t h a t ,  b u t  when you  combine  I I 

i 

16 

17 

I t h e m  f o r  t h e  e n t i r e  s c h o o l  s y s t e m ,  the c o m b i n e d  e f f e c t  

w h e r e  t h e y  w o u l d  have  t h r e e  o r  f o u r  s c h o o l s .  Actuzlly 

o n e  g o e s  t o  6 0  p e r c e n t ,  o n e  i r i d i v i d u a l  c u s t o m e r .  S o  I 
I 

2 o  I i s  down b e l o w  4 0  p e r c e n t .  I 

2 3 
I 

M R .  BETTMANM: T h e r e  a r e  t h r e e  d i f f e r e n t  f 
I 
I 

2 4  s c h o o l  s y s t e m s .  1 
I 

M R .  XISLOV: When you s a y  c o m b i n e d  - -  
I r 2 5 I 

- -- ---------- .-- J 
- - 

2 1 

2 2  

M R .  RISLOV: So I t a k e  i t  t h e s e  i n c r e a s e s  

would  a p p l y  t o  s choo l s ?  i 
I 
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MR. BETTMANN: They're larger towns and they 

lad three or four schools on, you know. 

MR. RISLOV: So it's the same school system 

3ut multiple schools within that system. 

MR. BETTMANW: Multiple customers, right. I 

~aiculated'it-k~oth ways for the individual schools and 

.\\ 
then as a coinbined billb:-\_I assume they get - -  YOU 

-. 

know, individual schools don't pay for it, the school 

district pays for it. 

COMMISSIONER SCHOEMFELDER: Okay. But you're 

saying that there are individual schools amongst these 

26 whzre the school district is part of the 26? I 

thought I understood this. 

MR. BETTKANN: The individual schools are 

part of the 26. 

COMMISSIONER SCHOENPELDER: Okay. Then all 

right. Are there other kinds, other entities besides 

schools that are only on for a short period of time? 

Is this still the function of the whole class of 

customers? Is this the function of them just being 

part of that class a short period of time, or are t h e r t  

some customers who only will be purchasing gas under 

the transportation rate during certain times cf the 

year consistently? I need that clarified a little 

more. I th0ugh.t Tom had told me. 



i seeing is that these schcoi s y s ~ e m s  went yo this rate / 
I 

I I 

1 partway through the year so we don" - -  i:'s not l i k e  i 
I 

4 1 they get on and get off. They just didn't get on in I 

! 

l the middle of the year. 
I -GOMMISSIONER SCHOENFELDER : That ' s what I I - . 
thought he said. A>-further on I began to wonder if 

1. I , 

1 there were some that would only be part of the year be '.. 

I transportation customers. 
10 

11 

I 
15 ( have another option to go to the sales service if this / 

MR. BETTMANN: I don't think so. They would 

probably, like he suggested, they probably lock in I 
12 

13 

14 

16 / does not prove to be economical for them? And they 

their gas costs for a year and then they may decide 

from year to year. 

COMMISSIONER SCHOENFELDER: But they still 

l7 I will be offered that option by the company, will they, 
18 

19 

24 I CHAIRMAN B U R G :  How mzny districts? I 

Tom? 

MR. HITCHCOCK: Yes. 

2 0 

21 

2 2 

23 

COMMISSIONZK NELSON: Of the 26 customers I 

that are affected, how many of those are schools? 

MR. BETTMANN: i2, 32 different individual 

schools. 
I 

2 5 MR. BETTMANN: It affects four districts. 
-- 

- - 



CHAIRMAN BURG: Because they're going :? cer d ' 

- -  even if they have separate schools, they're goins 

:o get the advantage of combining them on the 

?urchasing of the gas. So to look at them as s e ~ a r a t ~  

schools and the effect is not real1,y a true p i c t - . : r ~  f z r  

this purpose ;--right? ----. i 

l- -. i 
# 

MR. BETTMANN':\,I wouldnl t think so. I 
I . 1 

CHAIRMAN BURG: I mea-P,,it jsst means you've 

got a meter at those separate buildings and thac's w h y  

:hey have combined the usage to take advantage of chc 

lransportation rate? 

MR. BETTMANN: I don't know. I don't know 

low that works for sure. I assume they were supplier 

~ u y s  and this is how the distribution breaks down for 

each of schools. 

MR. HITCHCOCK: Right. Cn these school 

districts in general, most of them have, you know, four 

or five of these accounts that are big enough to 

transpori:; and they just get a contract that says we'll 

pay for that distribution transportat ion. They l . ine  u~ 

a supplier, that supplier brings gas to WPS and they 

can lock in a fixed price. 

I think that's generally why the school 

districts, you know, go for this. Mow, not every 



1 

schosPs tisa",ind -if w e e c h  tkd: gas  C ~ Z ~ Q :  z:::J G y -  kT ; 7, 2: 
1 X  **.. I . 

of business s a n y  and  t h y  ~ . i j " ;p  t~ gii f~~ ~ j q : ~ * - :  c % < . I - ~  A 

1 'W :". .i* : '* 1 . 
now is t h e  time t o  k g c k  h n  a n d  b t ~ y '  P C  x-?:c I~ L T ~ C : ;  -).ria>- 

e '.* r i risk sf " L h e  i n 8 r k e t  rus- in i i ig  up.  T12c.y t t* . L i 

business .. 

But 3 thi:zk t h a t . ,  y a : ~  k n ~ ? a +  f ,:r;: co;?:~~-, - : i , r . . :  

about individual customers and the im a c t $  +:hat -~:.ir 

, ;dual z t :s tunczs ,  ti*!* rate change would have an in&-*-. ,, L 

certainly at t h e  same time w e  w e n t  t h x s u g h  a ~ : - e : t \ ~  k-' 

extensive cost allocation class, cost aE s c r : . r u e  

allocation study to determine the c o s c  of P ~ o T : ~ :  5:3 3.2 itj I 

1 delivery s e r v i c e  t o  each class o f  c u s t o ~ e r ,  1 
I 

I 

I 
2 2  1 

i 
customer c h a r g e  is going to c:\use t h a t  ; r i t$bv! , ,$+. t . t :  I . I 

I 
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I 

2 0  

2 1  
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even i n  the r e s i a e n " , i a l  eustonier c L a s r ,  I , :  y3*,: ',thvi. +i 
I 
I * CA 4.. small user, a n  increase fron T.". GI: e + . . ; t  : :  rL' 2:: is 
! 

2 5  / what h a p p e n s .  I 

L -*.-,---..-.- '-->".,-,~%-.-".7... . - ~ . - * < , , ~ * , ' : 7 n . m - - ~ - % . . - ~ , -  
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pick up tE= tab, 1 24, : : a r ? ~  ::-j$: ; - i ; - ~ t .  2 1  - 
w h e r e ,  you know. i b s  v e r y  canpr . t%- .  lare-- r c  3 :  t y&%&:t I 

-1 
s .4 

those ta Mgr"hhwcs"%csn" s s\kkist,&:;~x ax- ~ Q S I  kijrei?: i A k 1 +. t ,  

\\ 

customers. 

Now, i t ' s  pprcba1:l.y a n x n o y ,  ~ ; ~ w ~ r  c : 1 ; 9 ~ ~ ~ j * ~ ,  n j s  ;; 

know, :hat t h o s e  cos : l s  t.csr s p r e a d  t i r c s q  3 b - * m v -  - 3, theY' * * * - ~ 1 :  :[ 

the cus ' toners,  but I c h i n k  we a t t e ~ p t c d  e cer-c r::s *:LI "+ I 

rates t h a t  were f a i r  and equitable f o r  t h e  $?err.;.:cc i : . k . ~ . r ~  

t h a t  customer w a x t e d .  Arid  these  c t l s t o ~ e r s  t:ay-e -? ;.: :.::+:t, 
transportation s e r v i c e  a z d  halre fnund fk.a: Zu b c  ;z 

2 2  1 using gas  f o r  s p z c e  h e a ~ i c g ?  7: 5 c , c s ~ * ~ ,  sf-.--* . S A  

i 
ThGSE <ij.STfPJ nOw - I  ."-.--...A 'd-..-"*..--.' 3-7 / t h e i r  best iaterests. 7 C 

U T : L L L L L - +  ". *-2 *&L. 
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2 1- 

t h a n  what  they seed tta be Ear t k  2~ ecoEC2i- ; C 2t?:~~P~J:~':::- 

then t h e y  c a n  truly g c  back r a  s a l e s  ser%+:ee, 

C K A I R N A N  3 Q R G  : A z y t h r : ~ ~  e tse? 
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C f .  
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naturally had ta reflect zons ;derab ie  zo;eaee?. ;r t ; ; o  , t 



on t h e  low a m o G n t  t ~ f  c q u i ~ y  i n  i h ~  c a ; : ~ t a i  q k r ~ c t : : ; ~  : 

approsimatee~> 32 p ~ r c e n t  .. 

I guess  t h e  whole t3f this questio~ t o  ~z I 

Copeland's testimony is r a t h e r  ersra,piksated be;,s+;:.;c :lr 

. . 
2 5  structure -&as not apprcpria~c, L hr r e f  LccLt*:4 .-I $. 

- .  
C "  % r  .- rn #- -C ' " -9 21 t h e s e  non-utility a c t i v ; t r ~ e s  :i~.?;a".,;~= L ~ ~ J W  " L b . , ~ + . L  , 

! 2 2  Corporation w a s  engaged iz. 





G I at t h a t  time. 
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13 j but t h e n  applied to a different capita! str:;ct.i.rrc. 
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15 1 would defer to Basil c c  explain a i l  those i 

percent common c 
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19 questions? If 

the settlement 

staff and the 

n i t i a l  f i l i n g  - -  and n a y b e  c h i s  is from cy own 

l n d e r s t a n d i n g  mare s o  than for its effect or: :he 

;ettlement. But p e r h a p s  at s o m e  l a t e r  point I can  

naybe get a little more d e t a i l  on t h a t  ~ ~ r r  f e z  ny e w r i  I 

information- Thank you. , 

CHAIRMAN BURG: Are c h e r e  any a t h e r  E 

n o t ,  we 

p r o p o s a  

company. 

w i l l  

1 chat 

ME. I ' ;~QLST&D: Mr. Zi '~a i r .ma : ? ,  w e  W c ~ i d  ? . x i i 5 ?  

, o f f e r  the settlement agreement a i ~ d  the a t t z c h n e n r : :  L 

2 4  the record for purposes of your cunoidericzcn an2 

2 5  1 a p p r o v a l .  



r e c e i v e d .  

start. i i 



i 
1 STATE OF S Q G T H  D A K O T A  2 

1 2 

3 COUNTY OF HUGHES i 

1 ,  L O R I  J. GRODE. Xegistercd H e r ;  t F ? s ~ ; o r t f x  1 4 

5 and Notary Pubiic in and for t h e  State o f  S o u t h  
-- 

6 Dakota: -1 . - 
'--. 

7 DO HEREaY CERTiFY--thaC c h e  above hearing, 

I \ 

8 pages 1 through 47, inclusive, wds recorded 

9 stenographically by me and reduced to typewriting. i 

10 

11 

12 

I FURTHER CERTIFY t h a e  the foregcing i 
i 
I 

transcript of Che said hearing is a true and ccrrrcc 1 
i 

transcript of the stenographic notes at the time and 1 
! 
! 

1 3  

14 

1 5  

16 

17 

2 0  / hand and seal of office a~ sierre, Scuth Dakota, chis 1 

place specified hereinbefore. i 
I 

I F U R T H E R  CERTIFY that I am not a relative 
I 

Or/ 

employee or attorney or counsel of any of the parties. 

nor a relative or employee of such attorney or counsel, 
I 

or financially interested directly cr indirectly i.n 
i I 

18 

19 

21 / 2lst day of October 1999. i 
1 

this action. 

IN WITNESS WHEREOF, I have hereunto set my 
I 



In the Matter of the Application 
~f Northwestern Public Service 

STATE OF SOUTH DAKCTA 
SEFORE THE @CT \ 2 I 3 3  

PUBLIC UTILITIES CC)MFJIlSS1OFI 

For Authority to Increase Natural Gas 1 
Rates in Scutt? Dakota 1 

- - 

'. 
\ 

This Settlement Agreement is made and entered i n t ~  by and b t w e e n  NorthWestern P ~ b k  

Sarwice (the "Com?any"\; a division cf NorthWestern Corporatier!, and the Staft: cf : fe South D&&a 

Public Utilities Commission ("Staff"). 

I. 

BACKGROUND 

On June 1, 1999, the Company filed an epplica:ion with the Public litifities Comrnis&m 

("Cornrnission") for an imrescse in South Gakota revmue to the Garnyany of Z?,108,112 cr sppronmc:t&j 

6% bzssd on the test year ending December 35, i 9.98, aa adjlrs!&. 'The G~3-np3r?7 b!+d !ilcseaM u~1zr~:; 

Jarfibsen, Marlin C. Bettman: Michele M. i-arris. Keith A. Senger a d  Basil t. fk@ant_?, Jr,. 

Commission Staff recornmonded an increase in Company mvsnus 02 W2,2% %hi& rE?:tectsd a 

disallowance rda'rad to the Nekota pipeiine. During ar:d lollswing tna recerpt of !!?s aa:a r r e - ~ n ~ s  !corn 

the Company, the Staff and the Company engaged in numerous discussions relating to 3-15 s&ernzni oq 

a variety of issues. The procedural schedule related to t !e Compmy's time to file rebui-tal Eesi'imorry was 
5- 



The %m~any and the Staff ayes that, if !he Commission approves this Settkmsnt Agreement 
-- 

("Agreement"), the Colnpany will file relrisd :ate sch&u!es to produce an annual increase in base rate 
1 

revenue levels (i-e., excluding purchasd gas mst adjustmentand sales taxes) of ,f1,273,025 appiiczbie 
\ 

to retail natural gas service. The revised ra:e schedules shalt be e5&e for billings rendered on and 

after December 1, 1999, provided there is Commission approval of ibis Agreement and the revised rate 

schedules. 

The agreed to change in rates would affect customer classes by the fo1lowir;g percentages: 

Class 

Residen1ia.l - Zate 81 

Oh lncreasg 

3.8 

Smaii Cr~rnrnercial - Rate 82 

Large Com:merciaVlndustria) F i r m  
Rate W (Option A) 

Large Gomme;cizlYfiidustrial 
Rate 84 (Gpiion e) 

Large Coinr;nerciaVlnaus:rial 
tnterrruptibie - Patate 85 (Option A) 

Large CommerciaVInduslrial 
!rrierrup!ible .- Rate 85 (Option B) 

- 
rransporta.tion - Rate 87 (Option A) 

Tiansportation - Ra-te 87 (Opiion B) 

Contracts with Deviations 

Total South Dakota 



Article ill. Other Conditions 

The pxties agree to a return on common equity of 10.25% and that Company's capital structure 

shall be based on its stand alone capital structure rather than a consolidated capital structure. 

It is further agreed by the parties that the Nekota pipeline issue which was raised by Commission 

Staff has been eliminated from the b s e  rate determination, and alternatively will be heard as a Purchase . 
Gas Adjustment request before the Public Utilities Commission on October 20, and October 21, 1999 as 

a separate pioceeding from the base rate determination. --. -. 

It is further agreed by the parties that the Company will provide to the Commission for its 

information, in a filing made no later than December 1, 1999, contracts between the Company and any 

separste aifihated company that does business with the Company, related to the Company's utility 

business in South Dakota. Such contracts will identify the products and services to be provided by the 

affiliate to the Company and will provide that the pricing of such products and services shall be based 

upon the aifiiiate's costs, which costs include a reasonable profit for the affiliate. The Company will 

maintair! and, upon Commission or Commission Staf: request, furnish information supporting the basis cf 

:he pricing of such products and services, whether based on costs of !abor and materials provided cr 

specific allocations- G; @lnt or common costs. In addition, the Company will provide lo the Commission 

for its information, in i3 filing made no later than December 1, 1999, an explanation of NorthWestern 

Corporation expenses or allocations charged to the Company. Thereafter, June 30'~ of each year 

{bqinnirig June 30, 20C0), the Company will file with the Commission any new or revis~d con:racts with 

each affihte doing business with the Company and a statement of all transactions between the 

Company and each affiliate during the preceding calendar year, as weii as any changes in the 

methodc$qy for !he chzrging of any NorthWestem Corporation expenses or allocatiox to the campany. 

Mi& 8-it -?EP~! ~x ! iP ions  

I. It is agreed that this Agreement is a negotiated dollar settlement and establishes no 

principles or precedent and shall not be deemed to foreclose the Company or the Staff or any o".er 

person from making any contention in any proceeding or investigation, including the right of the Staff or 

any other interested person to seek a rate change if  justified on any basis. 

1 

3 . 



2. Approval of this Agreemen! by tP,e Comm~ssion shall not irr any respect constiluts 

a determination by the Commission as lo the merits of any aliLqatlons or contentions made in 

this proceeding. 

3. The Agreement is  express!^ conditioned upon the Commission's acceptance of 

all the provisions thereof, withput - change or condition whCh is unacceplabie to any party. 

4. Discussions between the C?xrspny and the Staff which produced this Agreement 
\ 

have been conducted with the custonlay understanding that all offers of settlement an@ 
1 , 

discussions relating thereto are privileged and shall not be used in m y  manner in annecticn 

with this proceeding or otherwise, except as required by law. 

5. This Agreement includes all terms of Settlement and is suGmitted on the 

conditi~n that in the event the Commission imposes any change in or condition to this 

Agreement which is unacceptable to any party, this Agreement shall be deemed withdraw and 

shall not constitute any part of the record in this proceeding or any other ~roceeding or be used 

for zny other purpose. 

6. This Agreement shall be binding v.pon l i e  parties hereto, and upon their 

sticcesssrs, assigns, agents and representatives. 

7. !t is underslocd that the Staff en:ers into this Agreement for the benefit of rhe 

Company's South Dakota natwat gas cr~stc;rners afkcted hereby. 

8. This Agreeme~t is entered into by and beheen the Company anc! the Staff by 

their respectivs agents who represent $hat they are fully authorized to do so on behaif of their 

principals. 

Staff of the South Dakota 
Public Utjiities Commission 

NorthWesEem Public Service 
a division of b!orthV\lestem Corporatian 

By 
Tit 

V 
Dated o ~ b b  17,. 1749 

Attached to this Settlement Agreement and incorporzted htrpin are the attached s c t ~ e d u l e s .  



Exhibit -- (MCB-1) 
Page 1 of 1 

I\lorth~,v~stern Pl~blic Service 
South Dzkota - Gas 
Revenue hicrease 

Per Staff 

PERCENT 
TOTAL MARGIN REVISED INCREASE INCREASE 

Lme 
Ma RATE STEP THERMS THERMS 

(C) (D) ( V  IG) 
Test Year Proposed kevenue P e c m t  
Revenue Revenus (inc lDec ) (!?c lDec ) REVENUE INCREASE by KATE CODE 

/i RATE81 
2 RATE 32 
3 RATE 84 iOPTlrJN AB9) 
4 RATE 85 (OPTION A80) 
5 RA'TE 87 (OPT!CN AaBj 
6 COMBINED RATE R4 85, ar;d 07 

I 
Sum 01 L~na 3 4 ,  an: !i 39,482,650 39,482,650 4,877,775 5 06n.701 482,926 3 8% 

7 CONTRACTS t~i th GEVIATIONS 10,400,310 10.400.310 196,440 19d.376 -___e______9__ 2,916 1 5% - 
-4a.S-- 



Nortkwaism Puhlfc 5ewlm1 
South aabtaia - Gas 

ResIdeniial - Rate 81 and Small Commercial - Rats 82 
Per Staff 

Exhibit - (MCB-2) 
Page 1 of 5 

CLASS OF SERVICE TYPE OF PRESENT PiiOPOSED PRESENT PROPOSED 
8 RATE SCHEDULE CODE CHARGE UNIT CI\JAPJTITIES QUANTIT lES RATES RATES 

(A) (B) GI (0) !El (F) 

PRESENT PROPOSED REVENUE 
REVENUES REVENGES INC./DEC. 

(GI (HI (1) 

LINE 
NO. 

ALL THERMS CURRENTLY (FIRST 30) Thorrils 9,414,430 8,414,430 C! 2000 0 2055 
EXCESS Therms 23,783.360 23,783,360 0.1220 0.1270 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTFAENT 

GAS COST COMMODITY CHARGE 
GAS COST DEMAND CHARGE 

I TOTAL 

Small Commercial - Rate Code 82 

ALL THERMS CURRENTLY (FIRST 400) Thems 
NEXT 1,600 Thsrrns 

EXCESS Thems 

CUSTOMER CHAP.GE 6lLL 

AD VALOREivl TAX kD.iL1STFAENT 
VGP REMOVA!- COST ADJUSTMENT 

GAS COST COMMGDITY CHARGE 
GAS COST DEMAND CHARGE 

TOTAL 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
T 
8 
9 
10 

1 I 
12 

13 
14 
15 
16 
17 
18 
19 
2 0 
21 
22 

2 3 

24 
2 5 

Northwestom Public Ser4ce 
Souih Dakota - Gas 

t-arge Comn~arcislllndustrial Firm - Rate! 84 (Option P, and 8) 

CLASS OF SERViCE TYPE OF 
8 SATE SCHEDULE CODE CSARGE UNIT 

(A1 (W 

CUSTOMER CHARGE B ~ L L  

AD VALOREM TAX ADUJUSTMENT 
MGP REMOVAL COST ADJUSYMENT 

GAS COS'; COMMODITY CHARGE 
GAS COST DEMAND CiiAEGE 

RELEASE CAPACITYIBALANCIE.IG 
SURCHAEGE 

SUBTOTAL 

Large Commerclol l inbualr i~l F l i m  - Ra?n 
Coda I 4  (Optlon 8 )  

ALL THERMS Thamo 

CUSTO!K;i CHARGE BILL 

AD VALOREM TAX ADJIJSTMENT 
MGP REMOVAL COST AOJUSTME NT 

GAS COST coi \ l iwm-rY CYARGE. 
GAS COST DEMAkD CI iAASE 

RELEASE CAPAi;lT'r'/BALANClfdG 
SIJRCHARGE 

SUOTOTAL 

TOTAL 

Per Staff 

PRESENT PROPOSED PRESENT 
QUANTITIES QUANTITIES RATES 

('3 

0.0363 

70.00 

0.0084 
0.0140 
0.230Q 
0.8700 

0.0170 

0.0180 

250.00 

0.0042 
0.0140 
0.2300 
0.8700 

0.01 70 

PROPOSED 
RATES 

(F) 

0.0388 

80.00 

0.0084 
0.Oi 40 
0.2300 
0.8700 

0 0170 

0.0204 

280.00 

0.0042 
0.0140 
0.2300 
0 8700 

0 0170 

PRESENT 
REVENUES 

(1;) 

200,403 

137,410 

35,236 
77,078 

1,256,281 
370,169 

! 1,561 
2,098,136 

7,748 

6,240 

1,808 
6,026 
99,004 
15,764 

904 
4 37.494 

$2,235,630 

Exhibit - (BdCB-2) 
Page 2 of 5 

PROPOSED REVENUE 
REVENUES INC.IDEC. 

(H) (1) 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
13 
14 
15 
16 
17 
1 F, 
19 
20 

21 
22 
23 
24 

Northwestwn Public Service 
South Dakota - Gas 

Large Cornmercial/lndustriai Interruptible - Rate 85 (Option A and B) 

CLASS OF SERVICE TYPE OF 
& RATE SCHEDULE CODE CHARGE 

(A1 

barge Cornmsrcial!lnduetrial 
Interruptible - Actfie Code 85 (6ptilji1 A) 

ALL THERMS Therms 

CUSTOMER CHARGE BILL 

AD VAiOREki TAX ADJUSTMENT 
MGP RENIQ\!AL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
RELEASE CAPACINISAuNCING 

SURCHARGE 
SUBTOTAL 

Largo Cammercla!f!ndustrini 
SnLrrupiible - Rats Code 85 (Oy'dcn 8) 

ALL THEHMS Tharms 

CUSTOMER CHARGE BILL 

AD VP,LOREIW TAX ACJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COMMODITY CHARGE 
RELEASE CAPAC17YIEAl.ANCING 

SURCHARGE 
SUBTOTAL 

TOTAL 

Per Staff 

PRESENT PROPOSED PRESENT PROPOSED PRESENT 
QUANTITIES QUANTITIES RATES RATES REVENUES 

('3 

143,333 

93,030 

25.201 
55,128 

905,678 

58,075 
1,28G,446 

8.780 

12,480 

2,049 
6,829 

112,187 

8,292 
150,616 

1,45 1,062 

Exhibit - (MCB-2) 
Page 3 of 5 

PROPOSED REVENUE 
REVENUES INC.IDEC. 

(HI (1) 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
1 4 
15 
S 6 
17 
18 

19 
20 
2 1 
22 

CLASS OF SERVICE 
ffi RATE SCWEDULE C 

TYPE OF 

Northwestern Public SBN~CQ 
South Dakota - Gas 

Trensportatl@n - Ha!s 87 (Option A and B) 
Per Staff 

E CHARGE UNIT 

Transpor3&tisn - Rat5 Code 87 (Option A) 

ALL TtiERMS Therms 

CVS'TOFfiER CHARGE f311.L 

EXTENDED SEFIVICE RIDER DISCOUNT 
AD VALOREM TAX ADJUSTMEPJT 

MQP REMOVAL COST ADJUSTMENT 
SUB'TO'rhl, 

/ 

ALL THERM!L'? fhe:ms 

CIJSTOMER CHARGE BILL 

EXTENDED SERVICE RiDER DISCOUtdT 
GAS COST CO?JMODlTY CHARGE 
REI.E.4SE CAPACITYIBJ~LAMCINO 

SURCt-t'P,UQE 
SUB'TOTAL 

TOTAL 

QUANTITIES QUANTITIES 
(C) (0) 

RATES 
(E) 

0.0364 

70.GO 

0.0064 
0.0140 

0.0180 

260.00 

0.0042 

0.0140 

RATES 
(F) 

0.0388 

130.00 

0.0064 
0.0140 

0.0204 

330.00 

0 0042 

0.0140 

REVENUES REVENUES II\JC.IDEC. 



LINE 
NO. 

Northwestam Public Service 
South Dakota - Gas 

Contracts with Deviations 
Per Staff 

CUSS OF SERVICE TYPE OF 
& RATE SCHEDULE CODE CHARGE UNIT 

(A) (a) 

Conlt-acts with Dev!ations 

ALL THERMS Therms 
I 

CUSTOMER CI-iARGE BiLL 

EXTEKDED SERVICE RIDER DISCOUNT 
AD VALOREbI TAX ADJCiSTMENT 

MG? REIJOVAI. COST ADJUSTViENT 

Exhibit (MCB-2) 
Page 5 of 5 

PRESENT PROPOSED PRESENT PROPOSED PRESEFlT PROPOSED REVENUE 
QUAFJTlTlES QlJANTlTlES RATES RATES REVENUES REVENUES lNC IDEC 

(C) (D) (E! (F) (GI (HI (1) 

ii 
10,400,310 1 0,400,310 0.00E9 0.0077 71,762 80,082 0,320 

36 260 00 330.00 9,360 11,880 2,520 1 

(1,166) (1,166) 0 
1 O,4OO,3lO 0.0042 0.0012 43,881 43,681 0 
1G,400,310 O.OOT0 0.0062 72,802 64,093 (7,904) 

10,400,310 196,440 199,376 12,9361 



Northwestern Public Servlce 
South Dakota - Gas 

Rate Code 81,82, and 84 
Rate Comparison 

Per Staff 

LINE NO PRESENT PROPOSED 
1 CUSTOMER CHARGE $4.50 '66 OC 
2 FIRST 30 TI-IERMS 50.20000 $0 20550 
3 EXCESS THERMS $0.12200 $0.12700 
4 PGA and OTHER AD.1 $0.40970 S0.40970 

ResldsnUal - Rat% Code 81 

Al.!OCN'i' OF % 
PRESENT PROPOSED ;NP,REASEI INC2EASU 

Exhibit - (MCB-3) 
Page i of 3 

AMOUNT OF PERCENT 
AVERAGE PRESENT PROPOSED INCREASE1 INCREASE1 I 

MGNTH THERMS RATE RATE (D 
iF) (GI (H) 0) (J) (#I 
JAN 196 $110 80 $113 29 52 49 2 2% 
FED 166 $95 22 597 57 52 35 2 5% 
MAR 148 $05 71 $87 97 82 26 26% / 
APR 126 $73 80 575 95 52 14 2 9% 
MAY 49 $32 65 534.40 $ 1  76 5 4% 
JUM 23 118 81 $20 44 $1 63 8 7% 
JUL 18 $15 77 St7 37 $1 60 10 2% 
AUG 15 $13 58 $15 17 $ 1  50 11 6% 
SEP 14 $1327 S i 4  85 51 56 11 9% 
OCT 32 $23 78 525 43 51 67 7 0% 
FlOV 82 $50 27 $52 19 $1 92 3 d% 
DEC ?18 a%3! :71,88 S z  - 3 0% 

TOTAL 988 5803 4 1 $626 51 $23 09 3 9% 

AVERAGE GONTHLY USE = 82 Therms 



Rate Code 81.82, and 84 
Rate Comparison 

P;Jr Staff 

I INE NO PRESENT PROPOSED 
21 CUSTOMER CHARGE $4 50 $7 00 
22 FIRST 400 THERMS $0.11410 50 13090 
23 NEXT 1 600 THERMS %C 0841 0 $0 0891 0 
24 EXCESS THERMS SO 05410 S@ 05410 
25 PGA and OTHER ADJ $0.40970 SO 40970 

SMALL COMMERCIAL - Rate Code 82 

3 1 5GO 
32 750 
33 1000 
34 1500 
35 2000 1.004 10 1.021 32 17 22 1.71% OCT 90 51.90 55 92 4 02 7 7% 
36 2500 1.236 00 1.253 22 17 22 1 39% F!OV 261 141 25 148 13 6 89 4 9% 
37 3.000 1.467 90 1,1,85 12 17 22 1.17% DEC 394 w 9 1 1  4 3% 
38 

39 AVEPAGE FSONTHLY USE = 268 Therrns 



Northwestern Public Service 
South Dakota - Gas 

Rate Code 81,82, and 84 
Rate Comparison 

Per Staff 

LINE NO. PRESENT PROPOSED 
38 CUSTOMER CMRGE 570.00 580.00 
39 ALL THEFiMS $0 03640 $0.03880 
40 PGA and OTHER ADJ. $0.25049 $0.25340 

ARtOUMT OF % 
PRESENT PROPOSED INCREASU IMCREhSO 

LI14E RO. 

55 CUSTOMER CHARGE 
56 ALLTHERMS 
57 PGA arld OTHER ADJ. 

AMOUNT OF PERCENT 
AVEPAGE PRESENT PROPOSED INCREASE/ INCREASU 

70.00 80 00 SlO.00 14.29% JAN 6.298 1.876.18 
141 .70 152.30 10.60 7.48% FEB 5.230 1.569.94 

Exhibit -- (MCB-3) 
Pago 3 of 3 

MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 2.760 Therrns 

PRESENT PROPOSED 
$260.00 S280.00 

50.01000 $0.02040 
$0.25040 $0.25040 

LARGE COMMEWCIAUlNDUYTRIAL FIRM - FUTE CODE 84 (OPTION W) 

AMOUNT OF Oh 
PRESENT PROFOSED INCREASE/ INCREASE/ 

THERlAS KATE 
--z-- 

RATE (DECREASE) (DECREASE) 
(A) iB) (C) (0) (El  
0 260.00 280.00 320.00 7.69% 

250 327.10 347.70 20.50 6.30% 
500 3.34.20 415.40 21..20 5.38% 

1,000 528.40 550.80 22.40 4.24% 
2.500 931 .OO 957.00 25 00 2.79% 
5,009 1.E02.GO 1,634.00 32.00 2.00% 

IO.OOO Z,YG.OCI 2,0e8.00 44.00 'I .49x 
20.000 5.628.00 5.696.00 S8.CO 1.21% 
35,000 9,554.00 9,758.00 1M 00 1 .08% 
50,000 13.G60.00 13.020.00 140.00 1.02% 
60,030 15.364.00 16.525.00 164.00 1 .OO% 
70.030 7B.048.00 19.236.00 188.03 O.S% 
75.000 20,3W,CO 20,530.00 2GO.00 0.08% 

25.1 1 
22 55 
21 32 
19 52 
15.13 
10 64 
I3 30 
11.77 
11 58 
13 09 
16.74 
18 33 

3199.48 

AMOUNT OF 

f 3% 
1 4 %  
1 5% 
1 8% 
2 2% 
6 0% 
2 9% 
4 2% 
4 5% 
3 0% 
1 9% 
1 7% - 
1 0% 

I 

PERCENT 
AVERAGE PRESENT PROPOSED INCREASU INCREASE/ 

MONTH THERMS 

JAN 70,OM 18.065 00 19 253 24 188 15 1 0% 
FEE 32.177 8.898 28 8 993 51 97 22 1 1 %  
MAR 26.048 7.787 e8 7,875 29 87 31 1 1% 
APR 19.295 5.438 85 5.505 16 €95 31 1 2% 
MAY 12.867 3.713 40 3.764 20 59 89 1 4 %  
JUN 5.147 1.Ml 43 7,673 59 32 35 2 OX 
JUL 1.253 596 44 619 45 23 01 3 9% 
AUG 377 361 19 3112 00 20 90 5 8% 
SEP 81 i 477 67 409 62 21 95 4 6% 
OCT 3.412 1.175 79 1.203 98 23 10 2 4ek 
NOV 10.366 3,047 62 3.092 55 44 93 1 5% 
DEC 31.388 R.6M 51 9.779,84 $5 33 - 1 1 %  

TOTAL 21 5.224 :%I 888 $61.643 $ 7 3  5.d 1 2?4 

AVERAGE MONTHLY USE = 17.935 Therrns 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

Northwiestern Public Service 
South Dakota - Gas 

Large Commercialllndustrial Interrup!ible - Rate 85 
Rate Comparison 

Fer Staff 

CLASS OF SERVICE TYPE OF 
R RATE SCHEDULE CODE CHARGE UNIT 

(A) (6) 

Large Cornmercialllslduetrial 
Ititerruptiblt~ - Rate Coda 85 (Option A) 

ALL THERMS Therns 

CUSTGMER CHARGE BILL 

AD VAi-OREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST CQMMGDIN CHP.RGF=, 
RELEASE CP.PACITY!BALANCiP!G 

SURCHARGE 
SUETQTAL 

Large C~mmorclall lndueirial 
lilierruptiblo - Rate Code 68 (Opiion 13) 

ALL THERMS Therms 

CUSTOVER CHARGE BILL 

AD VALOREM TAX LrDJUSTMENT 
MGP REMOVAL COI: ADJUSTMEN' 

GAS COST ZOMMCCIT-! CHARGE 
REIXASE CAPhCITY!S.4UNCIMG 

SLWCP!\RCjE 
SUBTOTAL 

TOTAL 

PRESENT PROPOSED 
QUANTITIES QUANTITIES 

PRESENT PROPOSED PRESENT 
RATES 

(El 

0.0364 

70 00 

0 0064 
0 0140 
0.2300 

0 0170 

0.0180 

260.00 

0.0042 
0 0140 
0 2300 

0 0170 

RATES 
(F) 

0.0388 

80.50 

0 .00u 
0.0140 
0.23G 

0.0170 

0.0204 

280.00 

0 GO42 
O.Gl40 
0.2300 

0 01'10 

REVENUES 
(Gl 

143,333 

03,030 

25,201 
55,128 

805,678 

58,075 
1,280,446 

8,780 

12,350 

2,049 
6,829 

112,187 

9,292 
150,616 

I,Gl,O62 

Exhibit - (MCB-4) 
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PROPOSED REVENUE PERCENT 
REVENUES INC.IDEC. CHANGE 

(HI (1) 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
14 
15 
16 
17 
18 

19 
20 
2 1 
22 

CLASS OF SERVICE TYPE OF 
& RATE SCHEDULE CODE CHARGE 

(N 

TranspoFtatidn - Rate Coda 09 (Optton A) 

ALL THERMS Therms 

CUSTOMER CHARGE BILL 

EXTENDEC SERVICE RILJER DISCOUNT 
AD VALOREM TAX P.DLUSTMENT 

MGP REMOVAL COST ADJUSTMENT 
SUBTOTAL 

Tnnoportatitlun - Rate Cods 87 (Option 5) 

ALL TKERMS Therms 

CLISTCIJiER CHARGE BILL 

EXTENDED SEZVICE RIDEH D!SCOUNT 
GAS COST COMMODIW CHARGE 
RELFASE CAPACITYIBALANCIMG 

SURCEARGE 
SUBTOTAL 

TOTAL 

Northwestern Public Service 
South Dakota - Gas 

Transportation - Rate 87 
Rate Comparison 

Exhibit-(MCB4) 
Page 2 of 3 

RATES 
('3 

0.0364 

70.00 

0.0064 
0.0140 

0.0180 

260.00 

0.0042 

0.0'140 

RATES 
(F) 

0.0388 

130.00 

0.0064 
0.0140 

0.0204 

330.00 

0 0042 

0 0140 

Per Siaff 

PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE PERCENT 
REVENUES REVENUES INC IDEC CHANGE 

(HI (1) 



Northwestern Public Service 
South Oakota -. Gas 

C-ontrscb with Deviations 
Rate Comparison 

Far StxY 

E x h i b i t ( M C B - 4 )  
Page 3 of 3 

CLASS OF SERVICE TYPE OF PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE PERCENT 
& RATE SCHEDULE CODE CHARGE UNIT QUANTITIES QUANTITIES RATES RATES REVENUES REVENUES INC IDEC. CHANGE 

Contracts with Devla l ion~ 

ALL T1iEHMS Therms 10,400,310 10,400,310 0.0069 0 0077 71,762 80,082 8,320 

CUSTOMER C!-I.r?RGE @ILL 36 36 26000 330 00 9,360 11,880 2.52C 

EXTENDED SERVICE RIDER D!SCOUNT (i,166) 0 
AD VALOREM TAX AD,JIJS'TMEN'T 10,400,310 10,400,310 0 0042 0 0042 43,681 43.681 0 

MGP REMOVAL COST ADJUSTMENT 1 O,400,3tO 10,400,310 0.0070 0 0062 72,802 64,896 (7.9(33) 

TOTAL 10,400,310 10,400,310 196,440 199.376 [T 1.5% 
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A P P E A R A N C E S  

' o r  NWPS : Mr. R u s s e l l  C .  M o l s t a d ,  J r .  

6 0 0  Market S t r e e t  West 
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Mr. Alan D .  D i z t r i c h  

125 S. Da.kota Ave . ,  # I 1 0 0  
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Thomas H i t c h c o c k  6 
Rodney Leyendecker  1 2 2  
David J a c o b s o n  1 3 2  

E X H I B I T S  --- 

1 N W P S  Data  on R a t e s  
2 David K o l a r i k  L e t t e r  
3 Mekota P i p e l i n e  Summary 
4 Warner L ine  B e n e f i t  t o  N o r t h w e s t e r n  
5 H i t c h c o c k  Data  Responses  
6 O r d e r  A p p r o v i n g  T a r i f f  X e v i s i o n s  
7 ( i n  s e p a r a t e  s e t t l e m e n t  t r a n s c r i p t )  
8 Michael  McG~wan l e t t e r  

I 
F- S c h e d u l e  1 f o r  Nekota 
B Rev i sed  S h e e t  3 A  of T a r i f f  
C Cover L e t t e r  f rom M r .  Decker 
D N o r t h w e s t e r n  E n t i t i e s  Char t  



P R O C E E D I N G S  - 
CHAIRMAN BURG: I think we'll yo ahead and 

jet started again. I think Bob left us, didn't he? 

re's no longer on the phone? We don't have zinybody on 

:he phone; right? Of course they can't testify on it 

3nyway. - - 
. 

I'm going toLLurn -. it over to Rolayne at t h i ~  
, 

time to conduct t h e  hearing on this issue. 

MS. WZEST: We'll now move from the 

settlement portion to the contested caBe portion of th 

hearing. And are there any motions or opening 

statements on this issue by NPS or staff? 

MR. N O L S T A D :  Yes, we do. 

MS. WIEST: Go ahead. 

MR. MOLSTAD: Thank you v e r y  much. Thank yc 

very much, Rolayne, Commission, staff. I do hzve 2 

couple comrfienta here to start this matter. 

First of a .  I want to again point sut t h a t  

this particu1a.r nearing i~ a separate pr-oceeding a p a r t  

from d o c k c t  number E G 9 9 - . Q 0 2 ,  separate and apart from 

the rate case that we hzve just discussed earlier. 

The issue here Is tc determine the 

. reasonableness of the $ 5 ' 7 6 , O O O  in ccsts paid by - 
1 I 
I 
I Northwestern Public Service t~ Northwestern Energy I 

Corporation for capacity on the Aberdeen pipel.ine 
I 

-A- - 

-"._ .. 
1 



hich would be referred to as the Nekota pipeline in 

his proceeding. 

And that this particular issue would only be 

ecided based upon the testimony on the record 
I 

eveloped at this particular hearing and not o n  any 

lther information or any filings that were made part of 
- - 

he gas case NG953'--W2. -. 

-=', 

That the cornpanLy>, through its witnesoes, will 

show the reasonableness of those costs and that they 

;hould be continued to be included i.n t h ~  Northwestern 

?ublic Servicgs purchased gas adjl~stment cost. 

MS* WIEST: O k . 3 ~ .  

MR. MOLSTAD:  that'^ all I have. 

M S .  CI?EMER: Thank you. S t a . f f  believes the 

issue in this case is really quite simple and that is 

what is the appropriate rate that s h ~ u l d  be paid for 

capacity on the Nekota pipeZine since ita inception in 

1 9 9 6  - 

StaEf believes that t h e  evidence will show 

that the rate cGrrently being charged is excessive and 

M R .  MOLSTAD: May I respond to that, piease? 

MS. MIEST: Go ahead. 

MR. MOLSTAD : If you' re done'? 



1 MS. CREMER: I ' m  done. 

2 

3 

MS. WIEST: Go ahead. 

MR. MOLSTAD: Northwestern's position is that 

7 

,ipeline has been provided and filed with the 

-- 
But that--khe staff - -  there's no provision 

9 

:ommission cince its inception; that it has been 

npproved, has not been objected to by the Commission, 

ander thp_ stat~ite 49-34 (a) -25 whereby any objection to 

any purchased gas adjustment request such as the 

%ekatn/Aberdeen pipeline would have hed to be mad-e 

I the - -  
that there is no refund to be paid, first of 

5 all. We would argue that the charges w e r e  reasonable 

8 1 that would allow a ref';;;albqsed upon the purchased gas 

adjustment statutes in that the'purchased gas 

within  en days of that particular filing. 

6 

adjustment for this $576,000 for the Nekota/Aberdeen 

And since that wasn't done, it's 

and continue to be reasonable. 
.. 

autornafcically approved, and also because the tariffs 

had teen approved in a prior ~roceeding, which we will 

get into later on in this particular matter. 

So :jre do not believe that a refund under t h e  

statutes is allswable and also continue our position 

that the charges are reasonable. 

MS. WIEST: Just for clarification, you s a i c  



it won't be based on any filings in the gas case. Does 

chat mean that the prefiied testimony, in particular, 

Yr. Hitchcock's rebuttal, is not going to bs 

presented? . - 
MR. MOLST&3: Yes. It's our position that 

-\ 
the only testimony to be do,xsidered by the Commission 

in making their decision Is based upon testiinony that 

is provided at this hearing. That any prefiled 

testimony by any party that may have been filed in the 

gas case docket number NG99-002 is inadmissible becaus 

this is a separate proceeding, sepzzate and apart from 

:he gas case. 
I 
I 
! MS. W I E S T :  O k a y .  You may call your first 

1 witness. 
I 

MR. MOLSTAD: Thank y o u .  We would call Tom 

I 

i 
called as a witness, being first duly sworn, 

was examined and testified as follows: 

BY MR. M Q L S T A D :  

Q - Would you state your name, please? 

A. My name is Thomas P. Hitchcock. 

Q - Mr. Hitchcock, where do you reside? 

2 5 A. Hur-on, South Dakota. 
L - 

'-.- 
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And I would say that we're dealing primarily 

~ i t h  value-added agricultural businesses where we go 

3ut and work with them on their feasibility studies of 

connecting to the Northwestern Public Services 

distribution system from a standpoint uf most of these 

entities need large amounts of gas to run their 

process, like an ethanol plant or a soybean plant. 

-1.think because of these efforts cver the 

-1 

last three years, Nort-h.western Public Service has seen '--. 
a significant increase in the growth of throughput on 

its system since that which was approved in the lzst 

leneral rate case back in 1 9 9 4 .  In that particzlar 

zase the volume throughput was 7 l/5 BCF of 

t-hroughput. And today it's nearly 10 BCF. So we' v e  

increased or helped increase v o l ~ n e  throv.gh?ut by 30 

percent. 

The other function th.at we have is the 

unregulated sales of gas and that's primarily ~rovidin 

unbundled saies service back to the historical agency 

customers of Noxthwestera Public Service. Now, when I 

talk about agency customers, those were larye customer 

that were provided a contractual. service. 

But the gas cost that was collected from 

those customers was credited back to the purchased gas 

adjustment for othzr customers. There was actually a 
I 
I 



- I L 

?ool of gas purchased, and any costs that we would 

zollect from these agency customers was credited back 

to that cost. 

Back in 1996 PAM Natural Gas expressed some 

concerns to the Commission that perhaps with this 

agency business being within the utility itself, they 

were unable to compete because their thinking was we -- . 
could simply make 2-b.ig enough discount to a potential 

customer, and iE we happen to lose money on that deal, 

it would simp1.y be paid back by the existing N P S  rate 

payers. 

So the decision was made that part of the 

function of this NEC group was to provide this agency 

sale in a non-regulated environment. We couldn't mix 

the cost of gas supply in with the utilities. We had 

to go out and a c q u i . x c  services specifically for 

Northwestern Energy. 

Q . Vould you explain what agency sales are, 

I please? 
I A. Agency sales were sales of gas that the 

customer paid the embedded diszribution delivery 

service cost of the utility, the cash-out of the sales 

rate, and then the company went out and was able to 

lock in a package of gas for individual customers. 

When they wanted to contract for that gas, when that 



I .5 

ustomer entered into a contract, there was a special 

urchase of that supply. 

That supply just became one element of NPS1s 

otal regulated cost of gas. And as we collected 

evenues from those customers, that portion that was 

.as supply was credited back to the PGA. There was 

lever any profit to be made by NPS other than the 

listributiorl-delivery service portion. That was a 

-egulated rate. 

(2 - You have mentioned. the term PGA. Just for 

:he record, would you explain what that term is? 

A. PGA is just an abbreviation for purchased ga 

adjustment. Utilities like Northwestern Public Servic 

services that are not r,n their system.. These costs are 

acquiring pipeline capacity on companies such as 

Northcxn Natural going cut and procuring the gas 

commodity . 

19 j IL'S essentinily all of the costs that are 

2 0  1 incurred prior to a distribution town border station. 
I 

2 1  1 Those costs are put into a pool of dollars, and the 

And each month thzt cost that was actually 
2 5  'L- 

22 1 customers are billed through a PGA rate component of 
2 3  

2 4  

their sales rate an estimated rate that tries to match 

that cost of supply. 
1 



and Northwestern Public Service? 

13 

A. Northwestern Public Service is simply a 

r 

1 

2 

3 

4 

rransportation rates, that are subject to Commission 

incurred is compared to the cost actually recovered in 

rates and any differential is trued up and reserved for 

a future recovery or refund back to the customer. 

Q .  Would you explain the difference relationship 

regulated utility. They provide regulated sales rates,l 
I 

as an entity between Northwestern Energy Corporation 

approval, or in the case . down in Nebraska, to the 
various town councils. 

A non-regulated affiliate or a non-reg~lated 

entity or a third party that's marketing natural gas i 

free to go out and acquire capacity on interstate 

pipelines either through direct contract with the 

interstate company, through the secondary naskets, 

which is really picking up the capacity of 2 party tlia 

has primary firm at usually a deeply discounted rate 

19 / and then going out and lining up the gas supplies for 
2 0  / customers, contracting with individual customers, and 

I 
i 

21 1 rebundling all those services to provide those 
i 
I 

22 / customers a competitive rate. That the unregulated 

23 1 world is a very competitive arena. There is certain11 
I 

24 1 a lot of people out there that want to provide service 
I 

25 j to customers. 



Q .  Kr. Hitchcock, what is the purpose of your 

testimony in today's proceeding? 

A. The purpose of the testimony that I'm going 

:o put on tcday is to discuss the treatment of the 

Jekota pipeline project as it relates to cost recovery 

~hrough the Northwestern Public Service PGA. 

This particular issue was determined by the 

2arLi.e~ in the haze rate case proceeding to be 3 P G A  

issue and should be ~ ~ ~ a r a t e d  out. Acd certainly it 

~ 3 a s  an issue t h a t  was not negotiated or settlea 

And the Nekota pipeline project was actually 

deveioged and completed during the year 1396. It was 

s i m p l y  zi bypass of Northern Analysis Transmission 

System for service to Aberdeen, South Dakota, and the 

company und,ertook this project for various reasons tha 

I can explain later. 

i3ut the number cne reason why we undertook 

this project w a . s  to get competitively-priced pipeliae 

Public Services residential and business customers, but 

also the agency customers of Northwestern Public 

Service that now were going to be provided service by 

either NEC or some other third party. 

8 - Now, Mr. Hitchcock, then you're familiar wit1 

the events that took place leading up tc the 



Dnstruction of this Mekota pipeline that you have just 

ent ioned? 

A. Yes, I am. 

Q - And what were some of these events that took 

lace? 

A. I think basically it started with the review 

hat I made of the peak day conditions that occurred o 

'ebruary lst, 1996, on Northwestern Public Service's 

Q .  And let me show you, Mr. H i t c h c o c k ,  w h a t  has -.. 
> e e n  rnarkeci as Exhibit 1. 

Q .  W ~ u l d  you please - -  do you know what that 

2xhiblt is? Would you please t e l l  the Commission what 

A. Yes. This is sn exhibit which sk,ows a work 

paper that I prt?pared back in early 1996 sfter the pea 

day occurred on Northwestern Public Service's s y s t e m .  

That particular ~ e a k  day occurred on February Ist, 

I 

And when I say peak day condicions;that was 

the day that the company required the most gas supplier 

thrcughput on its system. The information that's 

displayed on this exhibit shows the town border 

2 5  stations that Northwestern Public Service has as 



deiivery pcints on the Northern Natural contract. 

The first column of numbers shows what 

Northwestern Public Se 'xv ice  had contracted with 

Xorthern Natural as the primary firm MDQ, or maximum 

daiiy transportation quantity at these points. That 
I 
 mount totaled to 49,283 MMBtu. 

The tota.1 send-out on this peak day, which 

iveraged 25 degrees below zero Fahrenheit weather, or 

l i n e t y  heating degrees day deficiency, was a total 

s e n d - ~ u t :  on the 74,179 MMBtu. We have some third part 

lsers S G  they were parties tha.t had to supply their ow 

supplies and capacity ,. 

The net Northwestern Public Service send-out 

w a s  73,440. I simply aligned the total cet NWPS usage 

by rown border station with a firm czpacity that the 

company had w i t 1 . 1  Northern Natural. 

As you can see from the information on the 

work sheet,, the Aberdeen town border staticn had a 

contract capacity with Ncr~hern of 10,358. The 

Northwestern Public Service use at this point on that 

peak day was 19,500, so the company was 9,142 MMBturs 

short of firm pipeline capacity to meet the customer 

requirements. 

As you go down the town border stations 

listed there, primarily the larger towns on our system 



4 compared the send-out by type of customer, if it was a I 
I 

I firm customer, an interruptible customer. And the 

6 1 analysis indicated down at the bottom right-hand corne 
7 ] that the deliveries to the customer meters there was 2 

8 I firm capacity requirement of 59,582 MMBtu. This fell 

I 9 i well short of the contracted capacity that the cornpan; 

17 

where if we continued to let this happen and not hzvc 

1 

2 

3 

I c  h2d with Northern Nacural. I 

this capacity tied down as firm, there could be a 

were the towns that had had significant growth in them 

and were short of having primary capacity on Northern. 

On the right side of the work paper I 

11 

potential that in the future there may not be any 

! r 

j. 

i 
Now, the company was able to meet its 

secondary firm available, or ;he propane plants don't 

12 1 particular needs on this day from the standpoint that 
I 

13 1 it w a s  able to acquirs s o m a  secondary firm capariiy in I 

the market, and also we utilize propane peak shaving 

facilities oz our system. 

i 

I Bat certainly this w a s  a serious situation 

I 

work and we'd have to in effect curtail or shut off 

some firm customers. And I don't think none of our 

firm customers would have Geec  - -  wouldn't be happy tc I 
see that happen. 

2 5  One of the events that happened during this 



period around February 1st. 1596, when it was extremely 

coid was that it was not only cold in South Dakota, but 

it was cold throughout the upper Midwest. Chicago, New 

York, Philadelphia, and there was a hnge demand for 

natural gas. 

One of the problems that Northern Natural ha! 

is that they did not have a. high enough penalty 

provision in their tariff to prevent customers from no 

putting enough gas i n  the system on a critical day. 

1 And the market for natura3- gas in the Chicago area was 
! 

n o u l d  have lasted a day or two longer, they would have 

been cu.rtai- ling primary firm customers. 

11 $ 2 0  an MMBtu. So Northern saw a lot of their ; i s  that 

MR. MOLSTAD: I would offer Exhibit Eo. I. 

12 

MS. CREMER: No. 

'.. 
was to be delivered to Northern diverted to the Chicago 

MS. WIEST: It's admitted. 

Q - So you were concerned about the availability 

I 

of capacity on Northern's line to your South Dakota 

eustomers' different locations, but Aberdeen was 

15 

14 

certainly one of the main coilsiderations; is that 

market.. 

At a meeting that I had witn Northern that 
I 

15 was aEter this winter they said if the cold weather 

16 1 3  

1 .  
I 
I 
1 

i 



A. That's correct. 

Q . What other concerns did you have, 

Ir. Hitchcock, other than the potential lack of 

2apacity for customers in this situation? 

A. One of the primary concerns that the company 

lad was the ability of Northern Natural Gas Company to 

ieliver us gas when we needed it under our firm 

zontra.cts. 

Northern. w a s  experiencing a lot of 

3perational prclblems on their system with c u s t o r  3rs 

coming on and off, and it caused significant problems 

for Northwestern Public Service primarily in the sumne: 
1. 

months when we tried to utilize our gas turbine plant 

ar Huron to supplement our base load electric volumes. 

The problem was apparent every time that 

Northern States Power Conpany fired up their Pathfinde 

Gas Generzticn Plant that was upstream of Hurcn. And 

brought down the pipeline pressures down significantly 

at the same time that Northwestern had to fire ~p thei 

turbines because we're all part of the same map group 

and when Loads are supposed to come on incremental 

power loads, everybody is turning them on at the same 



to show up at another facility. It takes a huge amount 

of gas. And that turbine plant in Huron did take a 

pretty good quantity of gas when it was running. 

61 . So based on this situation and concerns that 

ycu have jcst testified about, what did Northwestern 

Public Service and Northwestern Energy Corporation do? 

2 0 

A. Well, it was primarily up to a few of ds to 

1 

t 2 

3 

4 

find a soLution to the problem that we had at hand. A s  

there. 
1 I 

I'm certainly a rate person and accountant. 

I don't know all the ins and outs of it, but certainly 

a pressure loss on a pipeline will not cause your gas 

we id~n'tified it: we'had a couple of serious problems. 

Number one, we didn't have e n o ~ g h  firm capacity on a 

peak day ts neet firm requir2ments on the utility. 

And, secondly, some of tbe delivery points 

were not aligned properly on the existing Northern 

contract, which if we did hit another peak day and 

Northern called a point-to-point curtailment, it would 

cause us to be sevzrely out of balance at certain 

locations. 

1 Q. W o ~ l d  you explain this pcint-to-point, 



primary firm capacity that the company had with 

Northern was 10.358. The actual usage on this peak day 

was 19,500. 

If Northern would have called a 

point-to-point curtailment, that would have meant that 

you can only take on a firm basis at a particular 

delivery point what you have as primary firm. That 

would have been 10,358 at Aberdeen. All the volume 

above that would have been subject to the applicable 

Northern imbalance or overrun penalties at that time. 

Since the winter of ' 3 6  here, '95-'96, we had 

12 another extremely cold winter in ' 9 6 - ' 9 7 .  Northern I 

A. Well, we started to look at, you knc,w, our 

13 took a lot of steps to really tighten up their tariff 

i 
19 1 alter~atives and options. A n d  one of the options that 

14 

2 0  1 we laoked at was tn builz a bypass liae ti Aberdecn, 

language so that there was not a lot of potential 

21 / South Dakota, from the Northern Scrder Pipeline. This 

2 2  would have involved bypassing Northern Natural Gas. 

23 They had a connection there already today that was 

15 i gaming on their system during peak periods. 
! 

16 Q - So what steps dild you do then to address the 

17 situation? 



To be honest with you, there was probably a 

few people within NPS when I brought this idea up to 

them, that I didn't get a warm reception. The company 

that I had formerly worked with provided the capacity 

pipeline capacity for Northwestern Public Service down 

in Nebraska similar to what Northern Natural does in 

South Dakota. Northwestern Public Service had Guilt 

approximately a seven or eight-mile hypaza line like 

t h i s  to the Trailblazer Pipelin5 near Kearney, 

Nebraska. 

To be blunt, that irritated the presi~znt an 
I 

I CEO of K - N  Interstate and toid the troops go sut there 
t 

13 / and steal customers. And within a matter of a couple 
i 

1- 

14 days K-N had taken a lot of customers. They went to 

15 these customers and said, "We'll bypass Northwestern 

16 , ? 

i 
Public Service's distribution system 2nd we'll direct! 

connect you to K-N," and they took a significant load 

There was a few people at Nort-.hweste-r'n Public: 

Service that did not want to get Northern Natural Gas 

mad at them. 

Q - Just for a second, maybe for comparison 

purposes, how big is Northern Natural Gas compared to 

Northwestern Public Service as far as their system, if 

you know? 



Northern Natural, course , they' re 

2 1 officially regulated pipeline, large capacity pipeline 
3 carrier, an interstate carrier, where they cross I 
4 / diiferent state lines. Northwestern Public ierv?.ce is 

5 a local distribution company and primarily serves and 

I has investments in lines, you know, inside city 
limits. 

Eut Northern provides the capacity to 
I 

S Northwestern Public Service. Northwestern Public 

10 Service's 5 9 , 0 0 0  MMBtu's was approximately one percent 

I1 ' of Norihern's total capacj-ty on their system. I 

i 13 concerns with the capacity and pressure issues? 

I 1, -9 A .  Yes. There was several meetings that were 

t. 

1 5  1 held w i t h  Yorthern a t ,  not o n l y  addressing some n: 

iG j the operational considerations, but also discussing 
i 
with them the fact that Northwestern Public Service 

18 needed some additional services. And that if we did 

\ 
is 1 buy any additional se~vices Eroa them, we wanted t.o 

22 I Service had acquired from Northern in the past had bee 

2 0  

2 1 

23 1 at maximum ratings. And I knew there was some other 

make sure that they were competitively priced. 

All of the capacity that Northwestern Public 
I 

24 1 LDCrs that were connected. local distribution 
2 5  companies, connected to Northern that were in a 

I 



position that they were close to other pipelines, or 

other pipelines were connected to their towns and so 

here was more of a competitive arena. 

And Northern offered other companies 

liscounted rates. We were not in a position to go to 

lorthern and say we'd like a discounted rate because i 

:hat's all we brought to the table, they would have 

;aid tough. 

So when we had the operational meeting with 

=hen, t h e i r  solution there was, "We]-l, as the summer 

Load pathfinder comes on, we're sorry, but we may be 

sble to address it, you know, at some point in the 

future. It's going to cost money. If you're willing '. 
to pay for it, you know, we'll do it." 

That didn't really sit well with NPS 

management. So then we began the process of trying to 

negotiate ta acquire additional capacity from Northern 

Eatural. And those negotiat-ions went on for 

approximately three months. 

Q - When approximately did these negotiations 

.- L a ~ e  - -  place? What tine of the year? 

A. First generally during the summer, end of Ma1 

"96 through August of '96. And one of the - -  I would 

say one of the key stumbling blocks in Northern's 

ability to offer us a discounted rate that would be an 



2 5 

ittractive alternative to a pipeline was the fact that 

:hey had some favored nation language in other 

:ontracts with other customers that they had. 

Q . What do you mean by favored nation clauses? 

A. What I mean by favored nations clauses is 

:hat in a contract that Northern would have with 

3nother user of their capacity, if they had offered a 

price them and said here's price. 

But if we offer that sane service @r a similar service 

at a price that's lower than this price and this 

contrsct, we will offer you that same price. 

Because of our size, I mean we weren' 

talkins about a huge load here. We were tryj.r;g to at 

least get in that 15,000 MMBtu range and that was 

relatively minor for Northern. They had some ccntract 
\ 

that were significantly more volume than that and they 

couldn't - -  1 mean if  hey wanted to come down, they 

couldn"t because they would lose it, you know, lose 

Q So were you able to reach an agreement with 

Northern to take care of this problem? 

A. We weren't really able to reach any 

agreement, like I said, with Northern to get a 

discounted rate. And they knew that we were going to 

- - that our other option was bypass. 



One of the concerns with a bypass was that 

Northwestern Public Service had a letter agreement witk 

Northern that was kind cf in connection with some new 

town expansion projects that were being looked at in 

the early nineties. And one of the provisions in therc 

stated that Northwestern Public Service had to acquire 

all of their supply from Northern Natural for a 

ten-year period. 

Q . I'm going to show you, Mr. I-Iitchcock, what's 

been marked as Exhibit 2 .  Is this the letter agreemen( 

that you have just mentioned between involving Enron, 

which is the parent company of Northern Natural Gas? 

A . Yes, it is. 

Q - And wculd you please - -  is the provision tha 

you just meationed concerning Northwestern and having 

to take a l l  its capac.4t.y from transportation from 
. 

Northern, is that particular paragraph language in thi 

agreement? 

A. Yes. It's on page two and it's paragraph 

nu.mbier faur. It's the first sentence of that 

paragraph, which states that Northwestern Public 

Service agrees to maintain existing firm entitlement 

levels for a minimum of ten years and utilize 

Northern's system for all throughput for ten years for 

communities currently served by Northern. 



omerhing that would restrict Northwestern Public 

ervice's ability to build and own a pipeline to bypass 

t. It was another - -  I could characterize it as a I 
trong arm move of Northern, the 800-pound gorilla, I I 

live us, you know, problems. 

MR. MOLSTAD: I would move Exhibit 2 into 

zvidence, please.. 

MS, WIEST: Any objec 

MS. CREMER: No objection. 

MS. WIEST: It's been admitted. 

Q - So w h ~ t  did this provision number four in I 
Chis letter agreerrient, dated November 20th' play in the 

A. Well, certainly we haG some - -  we had some 

bridges to cross. There was this provision that was 

obviously a big stumbling block to our efforts. But w e  

also knew that we had to work with Northern in order tc 

get the existing contracts properly aligned with ' 

capacity. point 

2.2 Secondly, we, Northwestern Public Service, 

23 ,al.ong with every other LDC that was contracting for 

24 firm pipeline capacity on Northern, had an obligation 

25 under the federal unbundling proceeding to in a sense 



ake some capacity down in the field area to Kansas, 

klahoma, and Texas. You know, pay for a service that 

i 
l 

o one could really utilize. I 
Q .  Would you please just explain field ca.pacity 

ust briefly, please? 

A .  Field capacity on Northern was really down in 

.he areas where you had the product.ion and you had 

Jorthern provided a bundled sales rate so they had all 

:hese gathering systems and spider webs of lines to in 

2ffect bring gas from the wellheads, the producing 

3reas ,  up to the market area. The market area on 

Northern is primarily Eastern Nebraska, 1 owa, 

Minnesota, Eastern South Gakota. 

Q . Okay. And what benefit, if any, would it 

have been to NorthwesLern Public Service customers 
1, 

having this field capacity? 

A .  Having this field capacity was really of no 

benefit because the market had changed such that your 

best deals to acquire gas supplies to serve South 

Dakota customers was coming from Canada, off the 
. . -  

Northern Border Pipeline. You couldn't-go to a 

producer and add up all these field costs and get a 

better price. And no one else could either. 

So we felt that one of the ways to increase 



some additional capacity on the system was to maybe 

negotiate with Northern to allow us to turn back this 

field capacity, which had absolutely no value to us. 

was obligation that every customer had. 

And we wanted to get some value out of it and get some 

uanted to negotiate with Northern on. 

Q - So I take it you did enter into some 

negotiations with Northern after their initial basic 

refusal to address the concerns that you had  for your 

customers; is that correct? 

A .  Yes. 

Q - And in light of the paragraph that you just 

testified to, paragraph four in the letter agreement, 

which was an obstacle to constructing a bypass line, 

bypassing Northern Natural, what kind of a settlement 
-1 --. 

negotiation did you end up with in that parkicular 

matter? 

A. Well, we felt that Northwestern Energy 

Corporation, being the unregulated marketing arm, we 

didn't have a prior agreement with Northern, and we 

felt that we were in the best position to go in and 

negotiate on behalf of Northwestern Public Service to 

set the best deal for customers. We could bring to th 

table basically the threats that Northwestern Energy 



are going to build this pipeline. We'll use it to 

serve customers that Northwestern Public Service has 

today, you know, large accounts. 

So Northwestern Public Service won't be 

capacity for those customers. Northern knew that was 

threat because it was already happening on their syste 

at other locations. 

A n d  I would add right now that because what 

we did up in Aberdeen, the city of Watertown, althougl 

it took them a couple years to figure it out, has now 

built a bypass frcm Northern Border to Aberdeen ~ n d  i: 

effectively bypassing Northern, an& those customers r;. 

enjcyincj obviously lower costs t0da.y too. 

CHAIRMAN BURG: You mean to Watertown; righ 

A. To Watertown, yeah. 

Q . xn<er into some negotiations. A 

if you could, just summarize the result of those 

negotiations in this matter. 
1 

1 1 A. Well, you know, we were (joing to build a 
1 

2 4 A. Northwestern Energy, Nekota. Nekota was 

25 really a company that NEC created to hold the physical 



l !assets. NEC, by our pure definition, was - -  most of 

4 I customers. Any physical assets we felt that if we put 

2 

3 

our stuff was to provide services to the utility and 

to, you know, provide other services to other 

8 1 company that holds this asset. But if they wouldn't 

9 1 hzve bcen created, IEC was the one that was going to, 

5 1 them in another company it was easier to track those, 

I 
10 / you know, bold this asset. In fact, NEC was of the 

6 

7 

I 

11. [ ones that contracted with N P S  to engineer and design a 

12 / pipelirie to go to Aberdeen. 

you know, those costs. 

And so NEC,, that's why you have Nekota is th 

13 i You know, and when we ne5otiated with 
I 

I 

letter agreement, Northern wzs agreeable that if NEC 

gave them enough economic dollars, bought enough 

services from them, that they would be agreeable to 

enter into a contract with Northwestern Public Service 

that waived provision paragraph four of Exhibit 2 into 

the future. 

It would also give Northwestern Public 



J L. 

;ervice the ability to realign its delivery point 

:apacities and also allow Northwestern to turn back 

lield firm for mark2t firm that we felt was more 

raluable . 

Q. So as I gather then, the purpose of your 

negotiations in this matter was to come up with a 

solution that would be in the best interests of 

Northwestern Public Service's customers; is that 

correct? 

A. Yes. 

Q - Mr. Hitchcock, have you put together a 

summary sheet of the Nekota pipeline project with its 

costs benefits? 

A .  Yes, I have. 

Y. I want to show you what's been marked as 
1. --. 

Exhibit No. 3. Could you identify that, please, for 

the record? 

A . Yes. This is a summary af the project costs 

for the Nekoca pipeline, the cost responsibiiity, and 

have listeG several cf the project benefits. 

Q - Mr. Hitchcock, at this particular time I 

would like to have you explain and go over this Exhibi 

Nc. 3, the summary of the Nekota pipeline. Would you 

please explain the cost portion of this particular ite 

maybe starting with the project cost and we'll work ou 
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Then the last item of cost there was the 

3dministrative cost per regulatory review balancing 

xominating and procuring gas supply off Northern Border 

for both Northwestern Public Service and N E C t s  

customers in Aberdeen. 

Q . So the cost then of $824,000, those are cost: 

1 
1 1  

5 

I 

that were - -  I ' m  going to call them kind of z trade-off 

C 

t 

I 
i 

! 1 1  

i ,  
> I  

i 
L I 
- 1  
I 
5 I 

I 
I 
i 
I 
i 
I 
1 

1 
4 

2 5  

:ost, so to speak, in order for the pipeline to be 

~uilt. W ~ u l d  that be a fzir statement? 

-. 
H. . I would say it was a trade-off for NPS to be 

~ b l e  to utilize another source of supply rather than 

lsing Northern and also to take care of some other 

zoneractual commitments that KPS had made, primarily 

realignment and sc forth that needed to be fixed. So 

all of these costs were value that was placed on this 

whole project . 

I mean the project at the beginning was we 
\ .. 

need additional firm capacity. How we got it, you 

know, negotiate for it, build a bypass. I nean these 

were the project costs. 
. i .. %, . 1. .. , - -  . I  

And this project was based upon the - . : Q - 

determination that it was in the customers' economic 

interest to pursue the construction of a pipeline 

versus the continued - -  continuing the situation and 

the costs that would have been paid to Northern 



Jatural; is that correct? 

A. That's correct. 

Q - Moving on d ~ w n  to the cost responsibility 

portion of this Exhibit No. 3, could you please explair 

that portion of the exhibit, Mr. Hitchcock? 

A. Okay. There's really two entities that were 

using the gipeline capacity to serve customers, 

Northwestern Public Service and Northwestern Energy. 

Nortkiwestern Public Service's needs were to serve 

resideatial and business customers. 

Northwestern Energy's needs was to have some 

zapacity available to serve the existing agency 

3ccsunts of NPS in an unregulated market. We looked a 

tke pipeline capacities and in general what each 

campany would u~llize and determined basically a 

transfer rate of $ 3 . 2 9  and wanted that rate to be 

s u f f i e l e n t  enough to coves all the costs that were 
-\ 

incurred in this project and to make sure that that 

cost was vlery conpetitive with what the alternative 

would he. 

that cost responsibility $576,000, or 70 percent of the 

cost, was determined based upon their use of the 

AberdeeE pipeline up to 15,000 MMBtu day of firm 

service. 



2 1 allowed NPS that if they needed additional capacity on 
any particular day, that the charge for that would be I 
100 percent load factor firm rate, which would have I 
been a very minimal charge, around 10 cents an MMBtu. 1 

G - How would that compare, Mr. Hitchcock, to 

this scenario under Northern Natural if Eorthwestern 

Public Service would have wanted more than $15,000 

aIlocation of firm capacity, what would the costs have 

been under the oid situation with Northern Natural? I 

A. I think you'xe referring tzo 15,000 EtiMBtu 

I 
I razher than dollars? 
I Q - Yes. 

1 3. - But aenerally, under Northern Natural, if yov 

1 

I needed firm capacity you contracted for that capacity 
16 1 365 days a year. 

CT . And with the . arrangement you put together 
-. 

10 

1.9 

23 1 in in an average of $6.61 per MMBtu. If you simply 

here,, what would be the cost differecce between 

Nr~xtherx? Xatural and working w i t h  NEC? 

2 0  1 A .  C o m p a ~ r e d  to the average cost that 

21 Northwestern Public Service was paying for its existin! 

24 1 multiply that times 15,000 times 12 months, that would 

i 

22 49,000 a day cf capacity from Northern, that cost came 

25 have Seen an annual cost of approximately a 1,200,000, 



J I - 

r twice what the solution that NEC came up with. 

8 - This $576,000 of cost that you show allocatec 

o Korthwestern Public Service, is that the dollar 

,mount that is at issue here in the purchased gas 

~ d j  ustment? 

A. Yes, it is, because as Northwestern Public 

Service receives that cost assignment, those costs are 

3ooked on a n:onthly basis to the purchased gas account 

Q I wouid like to then move on to the last 

?ortion of Exhibit No. 3, Mr. Hitchcock, and that's th 

groject benefits. Could you please elaborate and 

explain the benefits listed there? 

required Northwestern P u S T i c  Service to exclusively use 

Northern's system for its si~pply. Getting rid of that 

restriction was czrtainiy a benefit to Northwestern 

18 1 Public Se;r-~ice's custorcers and the customers of NEC. 
I '\ . 

19 / 'The second item there is the peak day 
1 
I 

20 j pipeline capacity. As 1 had. shown on Exhibiz 1, there 

23 ( staticns of Northwestern Public Service. 

2 4  I Again, acquiring peak day capacity was a 

2 5  1 benefit to Northwestern Public Service and NECrs 



customers. Reliability, pressures at Aberdeen on 

certain days, the Huron turbine plant had needs, was 

I certainly a benefit to both NPS and NEC. 

?el-ivery point capacity, that was not an issue with NEC 

riecause we didn't ha.ve a contract with NNG at that 

time. That was Northwestern Public Service's issue 

that we had to resolve. And resolving that issue and 

al.lowing Northeril allowing the realignment there was a ' I benefit to NPS customers. 

Q - 
I 

How does tha.t benefit - -  how did that benefit! 
1 

N P S '  s cu.stomers? I 
l 

A . ~f they wouldn't have allowed Northwestern I 
I 

Public Service tc realign chose delivery point 

capacities, if there would have been another future 

p e z k  day condition and Northern imposed restrictive I 
point-to-point deliveries, we would have had certain 

towns n n  our system that would have had firm capacity 
I 
I I 

2.9 I ;cyairaranri over a n d a b o v e  whzt we had contracted with 

2 0  Northexn, and c e r L a i n 3 . y  there could have been some 

21 

2 2 

23 

2 4  

2 5  

I 
substantial penalties incurred because of that. 

The other item number five - -  and. this has 1 
I 

really been a tremendous benefit to NWPS customers, the/ 

field capacity turn-back and conversion to market firm I 
service. 



Back in 1996 when we first started looking at1 

.his, MPS only had 49,283 of firm market capacity. And 

5ffective this November, November 1, 1999, NPS will 

lave in excess of 56,000 of market area capacity from 

qorthern. And it hasn't cost a dime to acquire that 

3dditicnal 7,000 MMBtu. It was just a shift of what 

g P S  was paying for firm capacity that they couldn't use1  

to market capacity, that they could either use or 

release in the market and get some value for it. 

Q - So explain what is the specific benefit of 

this additional throughput. 

A. Well, the benefit of this additional capacity 

is that NPS would not have to go out and acquire 

additional firm capacities as the system - -  as their 

systen grcws. And also if it's such that Northwestern 

F ~ b l i c  Service i s c '  t need.ing that capacity on certain 

days like today, they have more capacity to release 

i ~ t o  the market, yet some value for it, and credit that ---. '. 
back to customers through the gurchased gas 

adjustment. 

And I guess that leads into item number six 
- (. 

there, release capacity credits. Because this project 

created capzcity, Northwestern Public Service was able 

to have more excess capacity on non-peak days to sell 



benefit for NPS customers because any capacity revenues 

that were received are credited back to the PGA. 

And item seven there, ability to maintain 

interruptible loads on peak (days, is a benefit for all 

customers because customers don't want to necessarily 

have the additional burden of cost of switching every 

time it gets 20,degrees or 10 degrees on Northern's 

systen?. 

They like the ability to be able to flow tha 

gas on as many days as they can. And it's a good 

benefit tha-t for the utility that they can maintcin 

rate cases. 

Q. Ar'e there any other benefits on N P S ' s  peak 

day in Aberdeen that were the result of this particula 

Nskota project? 

A. I think the additional benefit there is that 

not only do we have a pipeline up there that is capabi 

of a future delivery of 24,000 MMI3r.u a day, but that 
\ -. 

Northwestern Public Service is still connected to 

Northern Natural Gas. 

And if there were some reason that service 

was interrupted on Northern Border, we would probably 

be able to, you know, make a switch to Northern 

Natural. Having two pipelines to a TBS is a tremendou 



1 1 advantage. . I 

4 1 - -  I should say the charges to the customer through 
I i 

I 

2 

3 

i the purchased gas adjustment were roughly one-half of 

8 - So if I understand this Exhibit No. 3 then, 

as a result of this Nekota pipeline project, the costa 

6 1 those that would have been charged on the Northern 
7 1 Natural Gas scenario part of the project, plus these 
8 1 additional benefits from the project were credited to 
9 I Northwestern Public Service customers; is that correct? I I 

A .  That I s correct. 

1 X R .  MOLSTAD: I would offer Exhibit No- 3. 

12 
I 

MS. WIEST: Any objection? 

13 MS. CKEMER: No objection. 
I 

l4 i MS. WIEST: Admitted. I 
15 I Q . Mr. Hitchcock, I believe that you just 

I 
16 I mentioned. here as you were tslking abour: Exhibit No. 3 , l  

I 
17 

18 

the ability for released capacity credits; is that 

correct? 

1. 9 1 A. That" s correct. 

t 
2 0  Q I want to show you what has been marked as 

I '. -.. 
21 !Exhibit 4. Woulc! you please ideatify that exhibit, 

I 
I 

2 2  

2 3 

24 

please? 

A .  This is an exhibit thac demonstrates the 

capacity release credits that Northwestern Public 

Service had one year before the Aberdeen pipeline was 
I 



November ' 9 6  t h r o u g h  March ' 9 7  t i m e  p e r i o d ,  I t h i n k  a s  

2 

3 

4 

5 

e v e r y b o d y  remembers ,  wa,s a n  e x t r e m e l y  c o l d  w i n t e r .  

p i p e l i n e  was p u t  i n  p l a c e .  

D u r i n g  t h a t  p e r i o d  an  a d d i t i o n a l  $ 2 0 0 , 0 0 0  was 

g e n e r a t e d  o v e r  a n d  above  what was i n  p l a c e  t h e  y e a r  

p r i o r .  

T h a t ' s  when we h a d  a l o t  of  l o t  of  snow a n d  wind and 

c o l d  d a y s .  And f o r  t h a t  w i n t e r  p e r i o d  i t  was one  t h a t  

e y e n  t h e  n a t i v e s  were  w a n t i n g  t o  move o u t  of t h e  

s t a t e .  

Because  w e  had t h a t  c o l d  w e a t h e r  t h e r e  was 

z s s e n ~ i a i l y  more of a demand for .  p i p e l i n e  c a p a c i t y  on 

N o r t h e r n ' s  s y s t e m ,  and  N o r t h w e s t e r n  P g b l i c  S e r v i c e  was 

a b l e  t o  p r o v i d e  t h a t .  

I f  you l o o k  a t  t h e  l a s t  two w i n t e r s ,  we've 

had  p r e t t y  m i l d  w e a t h e r ,  and  s o  t h e  demand for capac i . t ;  

h a s  s o f t e n e d  a  l i t t l e  b i t ,  b u t  o u r  c a p a c i t y  r e l e a s e  

c r e d i t s  a r e  s t i l l  r u n n i n g  w e l l  ove r  $ 2 0 0 , 0 0 0  a y e a r .  

B .  Would yorz e x p l a i n  t o  t h e  Commission how i l les t  -. 

c a p a c i t y  r e l e a s e  c r e d i t s  b e n e f i t  N o r t h w e s t e ~ - n  P u b l i c  

S e r v i c e  c u s t o m e r s ?  

A .  A s  NPS c o n t r a c t s  w i t h  N o r t h e r n  f o r  f i r m  

c a p a c i t y  on t h e i r  p i p e l i n e ,  t h e y  p a y  a f e e .  I f  t h a t  



4 3 
. '- . 

apacity is not needed1b.y customers of Northwestern 

ublic Service, then Northwestern Public Service tries 

o sell that capacity into t.he market for some value, 1 
et some of their dollars, you know, recovered. 

As that is done, these dollars that are 

eceived for this released capacity is credited back to 

he capacity cost through the PGA and that's a benefit 

or customers that it iowers their gas cost. 

8 - So this would in effect then lower gas cost 

.o customers; is that correct? 

A .  Yes. 

MR. MOLSTAD: I would offer Exhibit No. 4. 

MS. WIEST: Any objection? 

MS. CKEMER: No objection. 

MS. HIEST: Admitted. 

Q .  Mr. Hitchcack, under the Nekota pipeline 

zrrangement is Norzhvjestern Public Service limited to 

the 1 5 , 0 0 0  KMBtu's of capacity on the Aberdeen 

A. No. They have the ability to take all of 

you know, the entire capacity of the pipeline on --.. '. 
they need it. In fact, they have a higher 

right to that capacity than NEC's customers. 

2 4 Q. And could you explain what difference in 

any, there would be to NPS to take additional 
- 



irm capacity over the 15,000 MMBtuls? Under the 

'urrent arrangement with Nekota what would have been 

he result to Northwestern Public Service under the 

lorthern Natural Gas scenario? 

A. If NFS, as an example, needed 20,000 a day at 

iberdeen, rather than, you know, 15, that additjonal 

:ive would have been charged out at a rate of around - .  

xt a cost of around $500, 10 cents an MMBtu for just 

chat one day. And we didn't have any days in ' 9 8  that 

they exceeded 15,000 because of mild weather. 

If that same condition would have happened G 

Northern Wa'cural, you would have had to have acquired 

capacity at a much higher rate. In fact, Northern's - 

just their interruptible overrun rate is 4 5  cents in 

the winter, which is four and a half times, you know, 

~ h e  Nekota charge. 

But more than like physical, that was an 

ongoing condition and you had to have that firm 

bad to lined up capacity with Northern at a very high 
\ 

\ 

rate in the winter for five months or a 12-month 

service, but it would have cost substantially more than 

this incremental fee. 

Q . Mr. Hitchcock, have the $576,000 of costs 

that we've been talking about here for the 
I 



. 4 5 
\ 
1, 

Nekota/Aberdeen pipeline project, have they been 
. 

P 

P 

0 

9 

t 

l i  I 

I [ 
1 
L A .  

i 
Yes. It was part of the gas cost tnat x a s  

romoted as a purchased gas adjustment item before 

reviously? 

A. Yes, those - -  that cost has been included on 

ur monthly purchased gas adjustment filings that are 

iven to the Commission on a monthly basis. The value 

he 576,000 has remained the same value since day one. 

B - Has this particular Aberdeen pipeline project 

Ieen part of any prior docket items before this 

'ommission? 

inclzded in the earlier docket that I was discussing, 

when w e  had the filing back in 1996 to address some of 

PAM Natura.2 Gas's concerns with our PGA and with our 

rates in general. 

We made a. f ili-ng in the summer of 1996 and 

these was a proceeding and rates were adjusted and a 

n e w  purchased gas proposal was put in front of the 

Commission that instead of just adjustments to the 

amount that was reflected in base rates, we, in effect 

took all the gas costkout of base rates and had a now 

stand-alone calculation for those. 

Q - I want to show you, Mr. Hitchcock, what has 

been marked as Exhibit No. 5. Wauld this be the 
I 1 information that you have just mentioned as Ear as the 



1 
IS I B e c a u s e  we were c h a n g i n g  ' t h e  w a y  we were 

IS 1 s h o w i n g  how ur ; r  p u r c h a s e d  g a s  f i l i n g s  w o i l d .  b e  mzde i n  

Our  response was a t t a c h e d  as E x h i b i t  C .  I f  

12 

13 

1 6  1 yoii g o  back  t o  E x h i b i t  C ,  t h e r e ' s  numerous p a g e s  t h e r e  
I 

s e t  f o r t h  t h e  f o r m a t  a s  we p r o p o s e d  f o r  hcw w e  

t h e  f u r u r e ,  we w e r e  t o  provid-e  a s a m p l e  P G A  f i 1 i : g  

i n c o r p o r a t i n g  t h e  e f f e c t s  of the f i l i n g  with a l l  

I 1 4  / sv.p?o:rting work  p a p e r s .  
1 

c o n n e c t i o n  t o  N o r t h e r n  B o r d e r .  T h a t  

p e r  d a y  a t  3 . 2 0  r a t e  f o r  1 2  months  

1 
1 5  / would  how g a s  c o s t  in f u t u r e  PGA f i l i n g s .  

1 4  

2 0  

2 1  

22 

2 3  

O f  p a r t i c u l a r  n o t e  o n  that th .e  second p a g e ,  

w h i c h  I t h i n k  it's t h e  s e c o n d  p a g e  there of E x h i b i t  C, 

we h a v e  l a i d  o u t  t h e  demand c o s t  t h a t  NPS was i n c u r r i n g  

a t  t h a t  p a r t i c u l a r  time, . b o t h  c h a r g e s  o n  N o r t h e r n  

N a t u r a l  a n d  a n y  r e l e a s e  c r e d i t s  t h a t  we h a d ,  p l u s  t h e  



We worked pretty closely with the staff on 
-.* '. 

naking sure that they were comfortab1.e with the new 

format of our PGA layout here. There was numerous 

discussions back and forth. I can't tell you each and 

every discussion that was held, but certainly this 

format was looked at by staff and basically approved 

because it's format that w e  utilize today in current 

PGA filings. 

The costs that were developed here were the 

costs that supported the purchased gas tariff sheet 

that was approved in this filing. 

MR. MOLSTAD: I would offer Exhibit 5. 

MS. X I E S ' Z :  Objection? 

MS. CREMER: No. , 

MS. WIEST: Admitted. 

Q - 1 believe, Mr. Hitchcock, you testified that 

chere was an order that followed this particular case; 

is that correct? 

A. Yes, there was an order entered into by the 

Commission at an ad hoc meeting on November 12, 1996, 

that approved the tariff sheets. There was numerous 
', 

revisions. We were doi'ng our transportation. changes 

and purchased gas layouts and a lot of other matters, 

but these rates were approved and were approved to be 



iinplenented on December lst, 1996. r Q. As I understand your testimony then, the 

Nekota pipeline portion of those charges and those 

tariffs that were approved were part of Exhibit 5; is 

that correct? 

A . That's correct. 

Q - Okay. And those tar'ffs then that were 

approved by this order were be1sed xpon the materials 

presented in your data respcnse; is t h a ~  correct? 

A. Right. 

Q. I want to show you, Mr. Hitchcock, what's 

been marked as Exhibit 6. 

MS. CREMER: At this point I just want to 

interrupt. In my Exhibit 3 there's t w o  Exhibit C :  s. 

One right behind the testimony azd then - -  but 

they're not the same, so I d o n ' t  know if y ~ u  want to 

straighten that out. 

MS. CRGMEi?: K i g h t  behinad the testimony I 

4ave - -  right behind izhe testimony I have a 2  Exhibit C 

+- first page of which says the Demand of Cost 

~ e c o v e r y .  Then my opher Exhibit C, which is ac the er,i 

L the document, the  firs^ page is called 0" 

Reconciliation of Rate Changes and Effects on R~venues 

MS. WIEST:  I have a second Exhibit C at the 

very end of the document. 
- 



A. it's the first Exhibit C. 

:onfusing record. 
. 

MS. WIEST: Should this be a different 

:xhibit number? What is this last exhibit? 

MR. MOLSTAD: The last exhibit is five. 

MS. WIEST: There are two Exhibit C's. Do 

~ O U  want the last Exhibit C to be a different one? 

A. I think it's going to be F. 

MS. CREMER: I think you need to go through 

the whole thing and sort it out. They're not extra, 

they're different. I don't know which Exhibit C they 

were ta.1-king about when they were talking about it 

before, s g  I'm not sure. 

A .  I think it was the whole response, you know, 

to the data request. 

Q ! 3 y  Mr. Molstad) Yeah. So ccntained in 

Exhibit 5 then is the entire response to  he data 

request; is that true, Mr. Hitchcock? 

7. 
Ti . Yes. 

Q - And then specifically you know, would you 

indicate which Exhibit C that you were talking about , 

referred to that we have just testified to concerning 

this particular matter so we can mark that and include 

that specifically for the record? 



I -. 

I A a I t  would h a v e ~ b e e n  t h e  f i r s t  E x h i b i t  C i n  t h e  

~ a c k e t ,  which c o n s i s t s  of f i v e  p a g e s ,  which i s  t h e  

Layout of t h e  p u r c h a s e d  g a s  a d j u s t m e n t  work p a p e r  

f i l i n g .  

Q - So f o r  t h e  r e c o r d ,  t h e n ,  t h e  E x h i b i t  C you 

rnich c o n s i s t s  of f i v e  pages  w i t h  a t i t l e  page b e f o r e  

. h a t  t h a t  s a y s  E x h i b i t  C ,  t h a t  i s  r i g h t  b e f o r e  t h e  

I x h i b i t  D ;  I s  t h a t  c o r r e c t ?  

A .  Yes - 

M R .  WOLSTAD: Does t h a t  h e l p  everybody 

:here? 

CHAIXMAN 3 U R G :  The o n l y  t h i n g  I ' n  wondering 

ubat  do w e  do wiLh t h e  o t h e r  i3 and C ?  Take t h e m  o u t  o  

c l a s s i f y  them a s  a d i f f e r e n t  one?  3r what do you do 

w i t h  them? 

MR. DIETRICH: Thks i s  all p a r t  of one  

e x h i b i t  feai1.y :hat was t o  show t h e  f u l l  r e sponse  t h a t  

was p r o v i d e d  i n  t h a t  r a t e  matter. The pertinen? line 

that wer:re t a l k i n g  abou t  i s  i n  t h e  f i r s t  p a r t  of i t ,  

bhut w e  d i d r , ' t  want, to . .g ive a  p o r t i o n  of  a f i l i n g  t h a t  
.. 

was made. We decided ta aive t h e  whole thing, I f  you 
I 

r e a d  through the t e x t  Chat f o l l o w s ,  i t  s p e a k s  t o  

1 
i E rck ib i t s  3 and C ,  and t h o s e  e x h i b i t s  were for o t h e r  
1 

i n f o r m a r i o n  t h a t  w a s  f i l e d .  They were supporting 
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5 2 

A. The Nekota costs that were assigned to NPS 
. 

were included on the p-r~pased and approved work papers 

fer purchased gas adjustment true-up accounting, and 

those costs were incorporated into the tariff rates 

that were approved by the Commission to be 2ffective 

December 1, 1936. 

MR. MOLSTAD: I would ~ f f e r  Exhibit 6 .  

MS. WIEST: Objection? 

MS. CREMER: Well, it's an order by the 

Commission. 1t.speaks for itself. But, yeah, I have 

no objection. 

MS. WIEST: Admitted. 

Q Mr. Hitchcock, since the arder was entered i: 

r i x h i b i t  6 , ,  have the costs for the Nekota pipeline been 

submitted to the C Q Z I T ~ ~ S S ~ O ~  f o r  their approval since 

that time? 

-. A. r s s ,  ii's been c h e  sane ccst and same line 

identification through, our latest I?GA chat we filed 

Q - Woxid you explain to the Commission just hox 

you submit a purchased gas adjustment filing, what t h a  

process consists of? 
\ \  

A ,  Well, ic consists of looking at what our 

current demand coscs are for a 12-month period and wha' 

the current commodity cost of purchasing gas are, 



utting all those costs in the work paper to derive a 

ate that we would to have to charge the various 
\ 

-ustomer classes for in order to recover, you know, our 

[as cost. 

(2 - And those are submitted to the Commission 

;taff for their review? 

A. They're submitted on a monthly basis right at 

:he first of the month. 

Q - And Northwestern Public Service has been 

zubmitting this same $4.50 rate on a monthly basis for 

low long? 

A. Since this December of ' 9 6  rate. 

B . And have there been any objection to that 

filing? 

A. 1 don't recall any that I recall on any cost 

in those three years. 

Q '. Mr. Hitchcock, what is the company's 

rec~mrnendntion regarding the continuation of the 

$575,000 cost for the Nekota pipeline and/or Aberdeen 
I 

pipeline as part of the purchased gas adjustment c l a u s ~  

for Northwestern Public Service? 

A. Well, it's our recommendation that the 

Commission apprcve th~~inclusion of that $576,000 in 

the purchased gas adjustment clause and that we need tc 

recognize that this is a creative way of getting value 



r customers. And I think that all customers on 

lrthwestern Pub1 

rom this solutio 
' . 

MR. MOLSTAD: I have no further questions. 

MS. WIEST: Thank you. Let's go off the 

ecord. 

(A DISCUSSION WAS HELC OFF THE RECORD.) 

MS. MIEST: I think we might as well stop 

ow. We'll be back at 1:30. 

(AT THIS TIME THE NOON RECESS WAS TAKEN.) 

MS. NIEST: Let's go back on the record. M E  

Irerner, do you have any questions? 

MS. CREMER: Thank you. 

3 Y  MS. CREMER: 

Q Good afternoon, Mr. Hitchcock. 

A Good afternoon. 

of all these companies for me, please? 

MR. MOLSTAD: What do you mean by all these 

companies, Counsel? 

rd - Could you explain the organizational makeup 

for me? I mean we can do it this way: At the top is 

P20rthwestern Corporat yon; right? 

A. Right. 



Q .  That would be the parent company? I 

4 1 relationship between N W D S  and Northwestern Corporation 

2 A. Yes. -. 

5 1 and you said that was a division; is that correct? 

3 

\ 

Q. And then you testified before as to the 

i 8 . Okay. And what's the difference between a 

6 

7 

livisicrn and an affiliate? 

A. I don't know if I testified. to NPS was a 

division of Northwestern Corporation, bat it is. 

A. A division Is within the same corporate 

entity. They share the same employer identification 

number and so forth. And an affiliate has a separate 

set of books and records. 

Q . And what is the relationship between 

Northwestern Energy Ccrporation to Northwestern 

Ccrporation? 

A. Northwestern Energy Corporation is a 

subsidlary. 

g .  What is the relationship of Neko ta  to NE,C? 

A. N E C  - -  Mekota is a direct subsidiary of MEC. 

5 0  it would go corporation, Northwestern Energy 

Corporation, Nekota. 

(2. 1'11 hand Gbu what's been marked as Exhibit 



MR. MOLSTAD: Counsel, is this Exhibit D; 

6 that what this is? I 
I MS. CREMER: Yes. I would move for the i 
admission Exhibit now. don' t know has 

9 1 had a chance to look at it yet. I 
I 

MS. WIEST: Is there a.ny objection? I 
11 

I 
MR. MOLSTAD: No objection. I 

12 MS. WIEST: It's been admitted, Staff Exhibit 
I 
I 

14 / RS. C R E M E R :  D as in D a v i d .  
I 

15 1 0 - I 
Nekotn's original investment in the pipeline ! 

I 
l6 i was $1,185, Q U O ;  isn't that correct? 

I 
A .  Yes. 

f 
15 '12 - In your data response 8-07, which I don't 

I 19 1 know if you have t h a t  with yol; or ;lot, b u t  if you 

22 1 $229,30F, which includes a $48.000 management f e e ;  is 
i \ ! 

i 
2 0  ' disagree with me, we can pull it out. You stated that 

23 1 that correct? 
I I 

21 

A. Yes, I believe so. 

N e k u t l a . ' ~  utility t y p e  revenue requlreme~t weald be 
I 

c2 . NWPS is paying $576.000 for a 62.5 percent of! 



A. They're paying for the entire capacity cf the 

7 

8 

A. Yes. 

Aberdeen pipeline. They have the Llse of that entire 
' I  

pipeline. 

9 

10 

Q - Out of the 24,000, isn't it correct that the 

pipeline has a physical capaciky of 24,000 ?4MBtuts? 

12 

13 

Q - And I thought they were using 15,000 of 

those? 

I4 I A. They are. The $576,OCO that's assigned is 

15 1 based on 15,000. Anything abcve the 15,000 is theirs 
I 

16 but they pay it just on the days day they need it. 
I I 

l7 1 Q For how many years will the $ 5 7 6 , 0 0 0  ccst be 
i 1 

18 i passed on to the rate payers? 
i 

1, I 7. 
1 ~ .  In theory, the next seven years because 

'I 
2 0  that's the length of the term of the i . n i t . i a l  contract I . 

2 1  t h a ~ ' s  remaining. It's a ten-year contrzct. , - -  . 

I 
Q - So what's t h e  total amount rate payers are 

I 
2 i  I I 

23 / going to pay for t h i s  $l,l85.000 pipeline? 
I 

2 4  1 A. . The Northwestern Public Service rate payers 

2 5 a t  the I 

f 
Is 







6 0 

I information to Northern Natural as to why it would be 1 

1 

2 

3 

in your best interest to have litigated this matter? 
I 1 

Q .  Wouldn't it have been a prudent business move I 

on NWPS's part to explore the course of having another 

contractor build the pipeline and then use that I i 

A .  I don't believe that was considered here 

the standpoint that a pipeline built by someone else - -  

w e  have very capable people at NPS to engineer and 

design pipes and go out and acquire a contractor to 

build a pipe at a reasonable cost. 
1. 

Q . Did this cost that was being passed on to the 

rate payers not really matter to NWPS because it was 

simply going to be passed on so the cost was 

I irrelevant? 
J 

A .  No. 7 15 Q .  Your testimony - -  or you talked about the 

I? / berefits in your testimony. 1 think maybe it shows up 

2 2  on the bottom of Exhibit 3. Can you quantify those i 
2.9 1 b e n e f i t s ?  r 
20 1 A - Quantify them in what manner? 

1 
i 

21 \ Q - Put a doilar figure on it. 
I 

22 1, A .  Collar figure? Well, I would say the first 

2 3  1 0n . e .  which is to remove the restriction of exclusive 

24 1 NNG s u p p l y  for NPS customers being short $10,000 a day 

2 5  firm, they would have had to have acquired additional 





. , I to electric customers j L £  we weren't able to power ~ n a ~  1 
unit up. We could have faced severe penalties from the 1 
power pool. 

Q - But did you? 

A. But did we? 

Q. Yeah. .. 
\ 

A. No. Reassignment of delivery poirlf capacity, 

I again., if we wouldn't have realigned those and Northern 
1 called a point-to-point delivery, there would have 
I 

10 1 additional cost to NPS for not having enough primary 1 





6 4 

1 Q - Are the benefits you discussed dependent on 1 

7 1 benefits from this deal. I 
I 

I Q - Wouldn't the rate payer be better off with a 

2 who owns the pipeline? 

3 A. The benefits would - -  are not dependent upon 

4 who owns the pipeline as long as you take into 

9 1 rate being assessed t h a t  declines with time as opposed / I i 
I 

5 

6 

consideration all of the costs that were set forth and 

negotiated with Northern to be able to derive those 

Q - Has NWPS ever released capacity on the Nekotz 

pipeline to anyone else? 

I 
13 t c ~  a flat fee that remains consistent for at least ten.\ 

11 

12 

13 

I 

Q - Do you have any plans to release to anyone 

if not 2 8  years? \ 

I 

A. I believe a rate payer is Setter off having a 

fixed known cost for the next ten years than be subject 

I 

I 
l9 2 0 I 
2 1 

I 

2 2 

2 3  
I 

I 24 (let third parties use it. 

else? 

A. Really the excess gas that's available on 

l4 I to an intersta-te pipeline increasing their rates 
IS / through gas rate cases. 

25 

that pipeline is utilized by NEC and NPS doesn't 

utilize it. And, no, we don't have any intentions to 

Q - Do you know does NEC plan to release to 
- 

L 



I anycne else? 
2 A. We really don't have any capacity to 

3 release. All we're doing is buying it on 100 percent 

4 load factor basis of what capacity we need on a daily 

5 / basis from Nekota. 
Q. Was staff ever notified directly of this 

pipeline being built? 

A. What do you mean directly? Like a letter? 

Q - A letter, phone cali? 

A. NO' no. 

ever 

Q Who would that be? 

A. U m m ,  Curt Pohl perhaps. He would have been 

the sperations person. 

Q - Would you disagree with me if I tell you the 

pipeline safety inspector was never informed? 

1 A. I don' t know. 

2 G  Q Would you know why he - -  why, if you accept 

21 my argument as true, that we weren't informed? Do you 

22 

2 3 
I 

24 

1 

25 

have any idea why that would have been? 

A. No. 

Q - When was it decided to build the pipeline? 1 
A. Right around the first part of August of ! 



Q - And who designed and built the pipeline? 

A .  That pipeline NEC contracted with NPS to 

design and construct the pipeline. And, to my 

knowledge, they used Distribution Construction Company 

to do the physical construction. NPS just oversaw the 

project. 

Q - When was the pipeline completed? 

t h i n k  it was actually completed prior to November 1, 

~ n d  we still had to get th.e tap connected with Northerj 

3csrder. 

Q .  And then t h k s  pipeline connected the Norther 

3order pipeline v i ~ h  NWPS's existing pipeline i n  

Aberdeen; is that correct'? 

A. Yes, t h a t ' s  correct. 

Q - Who actually owns the pipeline right now? 

A .  Nekota Resources. 

Q - Did you seek an,y other bids on the pipeline? 

A. You mean NEC? 

G Yeah. Did NEC seek out any other bids? 

A. No. 

Q - Why not? 

A. NEC is a non-regulated company, and we look$ 





A. Under the first Exhibit C, second page, it's 

about two-thirds of the way down there, it's got a line 

description of NBPL to Aberdeen, capacity 15,000, 3.20 

a day, 576, 576,000. 

Q Looks like pretty much everyone has found 

it. Now, unless specifically pointed out - -  and I 

believe you told us before this was the first time thi: 

showed up and it's on a whole new PGA ta.riff. It's 

completely different than what has been filed in the 

past. And unless that is specifically pointed out, it 

would not be possible to know that that was a 

transaction with an affiliate; correct? 

A. Not looking at that and not knowing what the 

affiliates were, no, 

Q Flight. ~nd'hasn't there always been a 

northern B o r d e r  pipeline, which is what that NBPL 

stands f ~ r ,  Northern Border Pipeline serving Aberdeen, 

or since 1979 1'11 say? 
1 

A. No, there's never been a - -  Northern Border 

doesn't serve Aberdeen. 

does? 

22 B - Northern Natural- 

23 Q - E a s  the FGA ever said 

always been labeled KBPL? 

25 /- It's b e e ~  labelee t h i s  way, 



0 .  Right from December '96 through last month's 1 
I 
filing; isn't that correct? 

A. Yes, that's correct. And I would also note 

that the other fees there, the SMS reservation fee, the 

TF-12 base, the TF-variable, the TF-5 variable, isn't 

6 I labeled with any name of who provides that service 
7 1 either. 
i3 

9 

Q .  And he specifically talked to you about the 

$576, O O O ?  

Q .  Who 2 i d  you talk to on staff about this? 

Earlier you had testified that you talked to staff, 

I 10 , showed it to him, spoke with detail to them. Who did 
I 

A. I don't kncw that he specifically talked to 

11 

12 

1 me about the 5 7 6 .  

you talk to? 

PA . This exhibit was a stazf data request. And 

I 
22 1 A. I don't recall, I don't recall. 

I 3  i after this information was provided, Dave Jacobson 
14 / talked to me 2nd talked to Jeff Decker about a lot of 

15 t h e  line items and information that was on this 
I 

I 16 
I 

17 

1 8  
t 

19 

exhibit. 

I 
I 2o 1 
I 

21 1 Q - You don't know or you don't recall? 



Q Looking at that exhibit, when was the 

pipeline placed in operation? 

A. November ' 96. 

Q .  It says at the top right-hand corner? 
% i \ 

A. Or left, depending on what hand you use. 1 

Q . Can you explain why the capacity dollars 

release jumped in June of 1396? 

A. No, not specifically. ! 
Q. What were the volumes released for Exhibit 4 ?  

1 
A. I do not know. 

1 Q . Wouidnf t we need to know the volumes when we 



looks and records. 

Q . Okay. And would  yo^ be willing to provide 

.hat as a late-filed exhibit? 

A. Yes. 

Q Why was there more capacity released before 

:he pipeline was operational than after? 

A .  I don't believe there was move capacity 

:elea,sed before the pipeline went in operation. There 

qaa mare released after the pipeline went in operation 

Q. Maybe I don't know how to read Exhibit 4 

;hen, the ieft side here. It would appear that the 

Eall of 3 7  when compared to - -  well, go June, ' 9 7 ,  

June ' 9 6 .  And the release capacity credits and the 

release or capacity release benefits. It appears that 

out of the last five, four of those are negative. . 
\ -. 

A .  Yes. 
. 

Q - So doesn't that indicate that more capacity 

was being released before the pipeline was operational 

than after? 

A. Perhaps in certain months depending upon the 

summer weather. I mean we've had ability to release 

more capacity in the summer when there's generation 

needs. 

And unless I know what the weather was like 

in the summers, if there was value there or somebody 



needed it, individual months can be different year to 

year. Just like the capacity that we would have sold 

in November of ' 9 7  and November of '98, especially last 

year, I mean it was warm, no one wanted 't. 

And that's why you iook at it in a 12-month 

rolling average because depending upon the market 

within a n  individual month and the demand, you don't 

know if you have capacity release, and if you do, what 

vaiue you're going to get for it. 

C? So then 1 guess what you're telling me is WE 

2G the best value for that capacity is created in the 

2 1  wintertime when there's more of a demand for pipeline 
, . .. 

22 capacity. Pipelines are built to meet peak day loads, 

23 not loads in the spring or the fall or the summer. 
I 

24 Q .  Why did Northern Natural get rid of the 

25 restriction after the competitive threat of the Nekota 

I 



pipeline was built? 

A. Eecause NEC threw $588,000 of value to them. 

Q. Let's talk about that value. Look at Exhibit 

3 ,  please. Under project costs you list that 

$ 5 8 8 , 0 0 0 .  Why is this cost allocated as an expense 

solely to Nekota when the benefit goes to the entire 

system? 

A .  The expense is really not allocated to 

Bekota. The expense is allocated to this particulzr 

project of getting capacity on Northern Natural. I n  

order to utilize a bypass pipeline, number one, MPS ha 
I 
3 

11 I 
i 

12 to g ~ t  that re 

13 Northern. 

NOW, 

1 5  

striction out of that 

it can certainLy be argued 

ct with 

litigated it would w e  nave won? Hard to tell. If 

H s r t h e r n  woulO hav5 litigated, would =key have w o n ?  
-1 

I \ 

3.6 

17 The fact remains it wasn't litigated. There was other 

18 MPS needed capacity, firm capacity, a rnininurn 10,G00 a 

19 day to meet peak day conditions. Xnd they had 

2 0  realignment problems where their capacity was on 

delivery points at TBS1s was not aligned with what 

22 their peak day was. 

21 

I 
2 3 And in order for Northern to agree to Let XP; 

24 or, you know, use a pipeline that was either by an 

25 affiliate or someone e l s e ,  they needed eco3omic dollar: 



or a buy-out of that contract for some consideration of 

value. 

And so unfortunately that was a project 

cost. It would have certainly been nice if the 

capacity on NPS's contract would have been in line and 

we would have had adequate capacity. Ne probably 

wouldn't have been looking at a pipeline project anywa: 

because we woul-dnft have needed additional capacity. 

But sometimes when you look at projects it's 

difficult to just isolatz to one item of that project 

because you have to. consider there could potentially b 

other costs in order to make that venture work. That 

588,OOCr  was, y ~ u  know, buy-'out dollars or whatever you 

want to call it, in ord .e r  for MPS to use another 

pipeline rather than Northern. 

Q So was this $ 5 8 8 , 0 0 0  something that was 

actually paid by Nekota? 

A. No, it's paid by NEC on a monthly basis. -. 
.. 



provided as an exhibit to my rebuttal testimony, 

Exhibit TPH-4. 

Q - But that's not in evidence so we're not going 

to - -  we can't talk about it. 

A. You asked me a question If I had the details 

on it and I'm saying I have the details. 

Q .  The 165,000 pre-tax return on Aberdeen 

pipeline, can you provide the calculation for that 

number? 

A. Yes. 

Q Can you do that as a late-filed exhibit? 

Pi. Yes. 

G .  The $48,000, that's a management fee, lsra't 

it? 

I 

I 

A. Yeah, it's a management fee. 

16 
/ 
I 
I 17 

18 

I 19 

20 
I 

! 

21 
I 

I 

22 

, 23 

I 2 4  
I 

25 

Q - Is there any basis for that number time 

sheet? 

A. No, we don't do time sheets. We do profiles 
"- . 

of where our costs are allocated. And in the response 

to data request number 6-12 to the Commission, NEC laid 

out its cost for providing management services to NP3, 

laid out its total costs, plus what p~rtion was 

allocated to the management fee. 

The total cost back in 1997 was the total of 

$1,062,892. 970,200 of that was the NPS management fee 

i 

i 
I 

i 
I 



for regulatory services, review of rates, all the I 
regulatory stuff we do for NPS. There was $155,962 of 

cost that were, you could call it allocated to I 
strategic non-regulated projects. 

Q - Did the construction or operation of the 

Nekota pipeline cause that $588,000 cost to be 

incurred? 

A. Yes. 

2. And how is that? 

A. Because, you know, if you would - -  if we 

wouldn't have built the pipeline, Northern wouldn't I 
I 
1 

know, 

having 

their 

but then 

a 

capacity 

realigned and they would have still been 10,000 short 

of firm capacity. They would have had to pay some 

dollars. They would.have had to buy those services 
.. 

from Northern. 

Q - Did the $3.20 rate charged by NEC and Nekota 

cause that 558,000 cost to be incurred? 

And did the construction or operation cause 

the need for additional capacity? 



(2 - Did the construction cause rates to increase? 

A .  No. 

Q - I'm not sure if we've got this date in the 

record yet. Maybe we do. What was the date that that 

restriction by NNG was rescinded? 

A .  1 believe that it w a s  - -  we probably have thf 

contract here. But I think it was in February of '97 

or somewhere in there. 

Q Okay. So negotiations began in May, 2nded i 

/ August of 96. The pipeline is completed-, I think you 
I 

1 3  ( said, by the end of October of '96, and then the 
cestricticn is rescinded in Febru.ary of ' 9 7 ?  

A .. Right, on NPS's contract. 

Q . Is that correct? 

A - Yes. 

Q Okay. When'was Nekota formed? 

pipeline was completed or not. I know that the 

pipeline was basically in NECrs name and then NEC 

incorporated Mekota to hold that specific asset. 

This is sometime during the fourth quarter 

. - 
. -  . 

After the pipeline was completed? ' . _  .. 

I don't know if it was formed after the 



I 
! 

52 - Why didn't NEC just keep the asset? 

1 A. Accounting purposes. I mean it's easier to 

5 1 keep assets in one company and for property tax r 

7 8 

6 ) purposes and just cost accounting purposes. 

1 

2 

7 Q - YOU. discussed before about the 5,000 MDQ 

8 MME"su. no you k ~ o w  w h a t  I ' m  talking about? 

9 A. . On Northern? 

lo I (2. On N E C r s ,  on Nekota. 
I 

Nekota was just simply at the time set up to 

be the company of NEC that would hold physical assets. 

Q It's on an exhibit. Did NEC hold 5,000 MDQ 

I Nekota? 

A. No. The contract that w e  have with Nekota, 

NEC, provides chat we buy the 15,000 from Nekota. 

Q. Right. -, 
.. 

A. And any additional capacity that's required 

by NEC for former agency customers of NPS. 

Q And that was going to be my question. Ar9 

those purchased for marketing customers of NEC or NWPS 

I sales customers? 



A. Again - -  

Q Let me find the exhibit. Okay. Well, let's 

ook at Exhibit 3 and the 6,500. 

A. Okay. You wanted to know where the 6,500 I 
I 

cmes from. 

Q - I want to know what customers did you 

rurchase that for, the marketing customers of NEC or , 

lWFS sales customers? 

A. The S , T O O  is 2 capacity that has been 

rssigned PJEC for agency business. 

Q - Are those marketing customers? 

A. Yeah. That's where we recover our cost of 

that capacity. 

MS. CREMEX:  That's all I have st this time. 

MS. WIEST: Commissioners? ' 

CHAIRMAN BURG: Let's start right where we 

you said that goes to what? That's used for what? 

A. That's used for large irdustrial customers --. 
\ 

like ethanol plants and soybean plants. 

CHAIRMAN BURG: Customers of whom? 

A . Customers that are directly connected to 

Northwestern Public Services system. They're inside 

the - -  we're basically acquiring gas supply and 

capacity on Northern for large end users on NPS's 



3ystem. 

CHAIRMAN BURG: And you charge them for use 

Ior the gas that comes over that pipeline; right? 

A .  Yes. 

CHAIRMAN BURG: Does that offset the 576,000 

:hat the other consumers are paying? 

A. No. I'm hoping that it ofEsets th.e 248,000 

Lhat's assigned to NEC. 

CEAIRMAN BUXGr MEC is paid 278,000? What 

was the cost of that pipeline? 

A. The Nekota pipeline. 

CHAIRMAN BURG: Yeah. 

A $185,000. 

CI-IAIRXAN BURG: So according tc this 

contract, they're receiving 824,000 per year in return, 

Nekota is, 576 from Northwestern Public Service and 248 

from Northwestern Energy? 

A. I would characterize it as NEC has 588,000 of 

costs from Northern Natural and the rest of the cost is 

basically associated with the pipeline, the 165 and the 

2 3  are direct Nekotax-pipeline costs, and the 48,000 is 

just an administrative fee for NEC to nominate, 

balance, and get supplies off Northern Border for bcth 

parties. 

CHAIRMAN BURG: I'm getting more confused. 



CHAIRMAN BURG: Well, where does Nekota get 

heir money? Okay. NEC pays 588,000 to Northern 

8 1 

atural. Northwestern Public Service pays 576,000 to I 

1 

1 
2 

ho? 1 

- - 
588,000 Nekota pays to Northern Natural? 

1- 

A. NEC pays that: NEC. 

A. To NEC. Ancther way of saying it all the 

~roject costs, the 824,000, all of those costs are paid I 

t 

M 

W 

F 

1 * 
I 
:or by eith5r Nekota or NEC. 1 

15 

16 
I 

I 17 

18 

19 

2 0 

21 

22 

:a? 

A. They are charged to Northwestern P u b l j ~  

t 

I 

, 

Service, the 576. The remaining $248.000 is left as 

I 

, 2 5  
- 

, 

I 

Service customers charged 576,000 to offset the one 

million cost of the pipeline to go to Nekota? How doe: 

Nekota pay for the pipeline? 

A. How does Nekota pay for the pipeline? 

CHAIRMAN BURG: Who do they receive their 

money from? -1 

1 

A. From NEC. There's a contract from NEC. 

CHAIRMAN BURG: Gets it from where? 

A. From NPS. 
1 



\.-, 
CHAIRMAN BURG: How much? 

A. 576,000. 

CHAIRMAN BURG: For ten years? 

A. For ten years. 

CHAIRMAN BURG: And the original cost was ont 

nillion what? 

A .  1,185,000 for the pipeline. 

CHAIRMAN BURG: So they're going to collect 

5,760,000 in those ten years to pay back the 1,185,000 

is that correct? 

A. No. I would think that it would be to pay 

service of this pipeline and project. 

CHAIRMAN BURG: So, in other words, theylze 

A .  No. The pipeline investment is just one 

element of this whole project. 

CHAIRMAN BURG: Okay. Tblat's the next 

question I was going to have. What else goes into 

' . 
those costs? , 

A. The firm services that NEC bought from 

Northern Natural Gas. Northern Natural, I mean these 

costs could have just simply been put on MPS1s books. 

CHAIRMAN SURG: And I am trying to figure out 



why they weren't because it's whole different customers 

that gets that benefit. 

A .  yeah, the Nc.r<hwestern Public Service 

custoners. 

CHAIRMAN BURG: But not the Aberdeen ones 

now; correct? Does Aberdeen get any gas from Northern 

Na~ural currently? 

a .  N O .  

CHAIRMAN BURG: So all of it comes through 

the Northern Border? 

A. Y e s ,  

CHAIRMAN BURG: And so? 

A. Only when the line has to be shut down, if ia 

has to be shut down, would we get any capacity from 

Northern. 

CHAIRMAN BURG: That's why I absolutely am 

not figuring why the costs of the Northern Natural is 

even included in a Northern Border provisioning 

pipeline because nothing - -  the Aberdeen customers 

don't get anything from Northern Natural. They get it 

all from Northern Border and yet you got 580,000 that 

goes to Northern Natural? 

A. Well, I guess another way of lo'oking at this 
\ 

1 

is that you could have put this into two pieces. 

CHAIRMAN BURG: It would have sure been a lot 



easier for me. 

A .  This is really two pieces here, the $588.000 
---.-- 
1 

is dollars that are paid to Northern and there's 

capacity with it so it's not like we're just 5 8 5  and 
. 

then it's thrown out the window. 588.000 for BPS to 

reaiign its capacity on its contracts, to get 

additional market firm for no additional cost, by ! 
turning back in this firm field capacity and having 

1 

/ additional capacity firm to meet its peak day needs. I I 
I CHAIRMAN BURG: That's basically for 

11 everything except Aberdeen? 
lo  I 
12 

1 3  

I 
14 

15 

16 

17 

18 

19 

2 0  

21 

2 2  

23 

I 

24 1 

A. That's correct. 

CHAIRMAN BURG: And that's why I'm having a 

hard time figuring why it's even attached to the 

Aberdeen portion because it just. ta me. it just - -  

A. Well, it was part - -  

CHAIRMAN BURG: - -  incomprehensible. 

A .  But it was part of the - -  if that dollar 

amoQnt would not have been negotiated with Northern - -  

CHAIRMAN BURG: You couldn't have built the 

I 
pipeline? 

A. The pi ine. I mean there wouldn't have 

been a pipeline. ould have been 

capacity on a firm basis. We had to do something. 

2 5 CHAIRMAN BURG: Well, that's why I'm having a 
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A .  If  here wouldn't have been consideration put 
- - 

to Northern, MPS couldn't have used the pipeline. 
--c 

1. 

CHP-IRMAN S U R G :  Without getting the contract 

broken? 

A. Without getting the contract broken. So ycu 

c0uLd look at it that this 5 8 8 , , 0 0 0  is really a buy-out 

or a buy-down of a provision of a ccntract that would 

allow to you do other things. 

CHAIRMAN BURG: But 1 would also look at it 

it was a method of allowing you to continue serving thc 

customers of those oth.er Parkston - -  and I think you 

named about five of them in there that you could serve 

once you got this deal done that you couldn't serve 

otherwise; is that correct? 

A. You're going back prior to my time on this 

b u t .  . . 

CHAIRMAN BURG: Well, you know, again we 

don't have your testimony because your counsel didn't 

include it in this hearing, but I read it for the 

previous case there's about five cities listed that 

you're now providing service to that you didn't have 

the capacity to ide them to without this agreement 

is that correct? 

A. Without this agreement we couldn't have had 



1 Northern build capacity to those communities. I I 

2 CHAIRMAN BURG: That's right. 

3 A. Actually, I think if you look at the capacity 
-. 

4 that we're - -  -that . NPS is paying for, it was over and . 
5 above what those cornmuh&ies are currently using on a 

\ \ 
G peak day. They've got to grow iato that. That  would 

7 be on Exhibit 1. 

C H A I R M A N  B U R G :  Do you have an exhibit or do 

9 1 you have anything that shows what the portion of the 
i 

76,000 is the payof: of the pipeline and which is for 

ervices? 

A .. I would say it's 588,000 out cf the 824 



-- - 

-- 0 8 

MS. W I E S T :  Can we put that into the record? 

2 r PA . I don't know if we have it here. 

3 1 S S i I E S T :  HOW long is that contract for? 
I . .. . 

4 I .A . That csn~1:ac"u-*as for an initial five-year 

f 

. 
p e r i o d .  . 

5 / CEAIRMRN BURG: But the contract to purchase 
1 

7 I is for ten years: correct? 
I I 
I A .  Yes. 
I 

i CHAIRMAN E U R G :  With the renewal for ten 

10 1 more? 
1 

1.2 I ~i . Yes. 

I 
12 

13 

14 

15 

16 

%7 

18 

1 9  

2 0  

2 1  

2 2  

2 3  

CHAIRMAN B U R G :  So the potenl2ial is to have 

the customers that receive theirs from Nekota paying 
I 

for 20 years at a flat right; is that correct? 

A. For 20 years? 

CHAIRMAN BURG: Right, because you've gotten 

plus ten at the option of who? 

A .  I think that's why we did the ten-year d.eal. 

1 mean, I think the problem was that the contract 

between NEC and MPS didn't allow for another 

roll-over. The contract between Nekota and NEC did. I 

don't think we had any problem with putting a roll-over 

provision in there and giving that capacity to NPS for 

i 
---- 
\ 

25 MR. DIETRICH: Excuse me, Chairman, we do 1 



t h a t  m i g h t  h e l p  h e r e  could h a v e  

2 r k e d .  

.(EXHIBIT NO. 6 WAS MARKED F O R  
-- 

-.. 

rom this exhibit? 
i 

A. This is the contract that was finally 

xecuted between Northern N a t u r a l  and Northwestern 

cblic Service that basicaliy resolved all of the 

ontractual and operaticnal issues. 

CHAIRMA:< BtJRC : Okay. I haven' t had ti-e to 

.cad ir, but the quesCion 1 have beerr trying to get to 

?ipeline, you know, what are the consumers that are 

;sing those services, what are they paying in return 

for the building of that, specificaliy the recovery of 

the cost of building that, for how long? 

Because, in other words, the contract, is it 

for a flat fee for how many years? 

A. Ten. 

CHAIRMAN BURG: And what's the renewal? 

What's the renewal of another ten? Where does that 

come in? - 
. . . 

A. That was --"'there was - -  



I 
I CEAIRMAN BURG: You said there's a renewal. 

- 
-\ 

6 1 Where is that renewgl? 

9 0 

A. Well, there would probably be a new value in 

that contract. I mean the 576 goes for ten years. 

CHAIRMAN BURG: Okay. So the renewal is not 

at 5 7 6 ?  

A. Right. 

CHAIRMAN BURG: That isn't in the contract? 

1 

2 

A. No. 

CHAIRMAN BURG: But what I'm trying to get at 

CHAIRXAN BURG: That's a choice of 

Northwestern Public Service; right? 

is how - -  you know, how much will the customers - -  how I 

A .  That's not in the current contract for 

another renewal. 
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So what are the rate payers getting charged 

in order for you to generate this kind of income for 

the shareholders? 

A .  Well, the income for the shareholders is 

based on the project cost of $165,000 a year pre-tax 0 

that $X,185,000 investrr~ent. And of the 576,000 

dollars, 2 sma-11 portion of that 165 - -  take a few , - -  4- 

minutes here. And al1'I~di.d was tock the pre-tax 
-1 

return on the Aberdeen pipel-ine-and the property taxes 

on the Aberdeen pipeline, and took those costs divided 

by the 824 fox just the Aberdeen pipeline piece itself 

just for the return on the property taxes on that line 

just that cos'c element was 131,000 of the 576. 

CHAIRMAN BURG: Okay. That doesn't tell me. 

1/11 have to have somebody go through the calculation 

to see, yau know, what percentage return you're gettir 

on that one million investment is what I'm really 

looking at. 

A. Okay. 

CHAIRMAN BURG: Just on the one million 

investment? 

CHAIRMAN BURG: But I can't use that. 

MR. MOLSTAD: You can't use it. You have tc 



testify to what it is. 

A .  It's taking the revenues of the project, 

including the 5 7 5  from NPS and backing out the cost 

that NEC and Nekota incurred pipeline charges on I 
Northern, property taxes, you take out those direct I 
costs frcm th-%revenue stream, you have a pre-tax 1 

l.. . 
operating income of $-:~-65 ,  844. 

1.. -\ 

CHAIRMAN BURG: What comes .. out as a 

percentage? 

A. That came out as a percentage using the 

N 5 9 4 - 0 0 8 ,  of 12.3 percent return on common equity. 

14 CBAIKMAN BURG: In other words, we're saying 

15 that there's only 62 percent of the capacity that is 

16 really being used to deliver gas to Aberdeen; is that 

17 correct? 

18 A. The 62,000 is - -  the 15,000 is all that we're 

19 assessing a charge to NPS on. 

20 CHAIRMAN BURG: Right. 

21 A. They have the ability to use by contract the 

22 full value of the line. 

2 3 CHAIRMAN BURG: I understand. But what 

24 they're not using, now does it sit vacant? 

25 A. Yes, it sits vacant. 



I CHAIRMAN BURG: You said NEC holds that 

1 amount; right? 
A. Right. 

I 
I A. Right. And. that's part of the revenue 

:apacity. . -. 
-.. 
r-, 

CHAIRMAN B U R G ~ A ~ ~  does that offset - -  
-. A . The cost? i 

CHAIRMAN EUZG: Does that offset the cost 

If  - -  

A. That offsets the cost of the project. And 

t h a t  during the tlest period was $57,532. 

CHAIRMAN BURG: Okay. You're saying that 

A. Right. 

CHAIRMAN BURG: So you just told me that the 

shareholders get approximately 12 percent from the 

Northwestern Public Service customers for the use of 

that line; right? 

A. The return on that line, yes. That's the 

return 12.34. 

CHAIRMAN BURG: Don't the shareholders also 

1 get the 248.00. t.he profit on that? 



A. No, that's expense. That has to be sold to 

omebody to recover that cost. I 
CHAIRMAN BURG: And when you recover that 

ost, where does that income go? 

A. That goes revenue. 

A .  If your cost is 248,0(10, and hopefully we car 

that we just were handed, are you saying that pursuant 

to the terms of this contract, NEC is paying Northern 

Natural Gas $588,000 for five years? 

A .  Y e s .  

MS. WIEST: And can you klreak this down and 

show me what portion - -  what expense is attached to 

each part of this? You must have gone through this. 

don't see 588,000 listed and actually have not read th 

whole thing yet. Rut I assume there's a value for eac 

1 of these services in here. But is there - -  do you hav 
I 



A. I'm trying to - -  what exhibit are you looking 

3t? 

MS. WIEST: It hasn't even been marked. 1 t ' ~  

{our contract between NEC - -  

A. I've got a contract here between Northern anc 

Qorthwestern Public Service dated February 6 ,  1997, 

chat's Exhibit 8. 

MS-;-'bilIE_ST: Okay. Then this is not the 
*----- 

contract between Mortheyn National Gas and NEC? 
-.. 

A. No. 

MS. WIEST: Do we have that? 

A. I don't have it. 

MS. WIEST: Is there a contract that exists 

between Northern Natural Gas and NEC that states that 

NEC is paying Northern Natural Gas $588,000 a year for 

five years? 

A. It doesn't state that it pays 588. It state 

that it buys 5,000 per day of firm pipeline capacity a 

a base rate, plus surcharges. And then on the deferred 

delivery service it's stated at whatever Northern's 

maximum xate is. And so during the course of a year, 

whatever those surcharges and charges and use of that 

is, that produces the cost. 

MS. WIEST: And. that is always $588,000 each 

year? 



5 1 MS. WIEST: And so what is the 588 based on? 

6 1 A. Whatever the contractual rates and terms of 
- -. 

i / t a t  contractaii;. lad if it's at a full rate service 

2;- 
8 1 it's at Northern1 s tariff rates. 

9 I COMMISSIONER NELSON: We don't know what thai 
i 

9 7 

1 F o . - I t  could be higher or lower than that. 

i I 

2 j You know, Northern just passed a new increase or change 

3 

4 

in rates, and the cost of the firm delivery service is 

going to go up. 

13 / rate is today; right? 
11 I 
- 1- s 

13 I 

14 

I i 
15 

1 

16 
I 

I 1 7  

18 
I 

j 19 

20 

21 

22 

2 3 

24 

2 5  

A. Today. 

COMYiISSIONER NELSON : Wel.1, we night know 

today., We don't know what it is tomorrow. It might be 

more;  it might be less. Is that right? 

A ,. The rate should ~ t a y  the same until Northern 

files a tariff change. 

COMMISSIONER NELSON: Even if they file the 

tariff change, you picked the number 588. How do I 

know that's the actual amount that you're going to be 

paying them, 588? You said you only contracted to buy 

so many 5,000 whatever it was. And but you don't know 

what that 5,000 is going to cost. Is that right? 

A. Well, yeah. The cost is going to be - -  there 

was a stated base rate in the cost in the contract. 

The summer months were $3.00 and the winter months were 



3 transportation. I 

9  8  

The firm delivery service, 

1 

2 

the 

- 

3 . 5 0 .  PIUS any of Northern's surcharges per their 

tariff plus fuel, plus surcharges that was for the firm 

firm 

i different today than they were you know three years I 

7 1 ago- Northern had a rate change. And the 588,000 is 1 

4 

5 

I 
8 1 the actual costs that were incurred during the 1 9 9 8 .  

9 1 MS. W I E S f k  What I ' d  like to do is put this 
*\., 

I 
I 

lo I Exhibit 8 into evidence, if there's no objection, and I 

li I would like to get the contract between Northern Natural 
1 2  1 Gas and N E C .  Is that possible? 

13 1 Ma. DIETRICH: Yes, we will- provide that. We 

I 1 ) 

l4 1 
would - -  a s  we've marked this Exhibit 8 confidential, i 

1 5  1 w e  w o u , l d  like to hive this treated as confidentially 

16 possible because it does, contrary to the earlier I 4 
17 / contract, this does contain provisions that are 

delivery service was 300,000 capacity at whatever 

Northern's tariff rates were at the time, and those are 

surrently in effect between Northwestern and Northern 

Natural. And as we deal with a competitive natural gas 

industry, we would like to safeguard that information 

as much as possible. 

MS. WIEST: Now, this contract ~xhibit 8 is 

only for five years; is that correct, or is this a 

ten-year contract? 

A .  I believe that this contract is just kind of 



- 
an extension of the current contract that NPS had whick 

terminated November 2nd, 2003. 

MS. WIEST: So where is the ten-year 

contract? I thought there was a ten-year contract. 

A. That's between NEC and NPS. 

MS. WIEST: Do we have that one yet? 

A. Between? 

MS. WIEST: Can we have that contract also? 

Is that a problem? 

MR. DIETRICH: No. 

MR. MOLSTAD: No. 

MS. WIEST: Can we get that one too? 

MS. CREMER: That's between who? 

A. NEC and Northern. 

MS. WIEST: And NPS. 

A. You have the contract between NEC and N P S .  

That was part of the data response to - -  

M R ,  MOLSTAD: Not in this proceeding. 

MR. DIETRICH: We will provide it. 

MS. WIEST: That contract is for ten years? 

A. Yes. 

MS. WIEST: But this contract is for five " 

i years, the NPS and Northern Natural Gas, Exhibit 8? 
2 4  1 A. I'm not exactly sure you could say it's for 

25 ten years because Northwestern is agreeing to extend a 

a 



1 0  0 

1 l e a s t  3 0 . 0 0 0  i n  p r o v i s i o n  two.  T h e y ' r e  g i v i n g  Nor the rn  

2 a commitment of  a t  l e a s t  30 .000  MMBtu p e r  day on a  

3 s e r v i c e  o f f  of N o r t h e r n  t h a t  would r u n  t h r o u g h  Oc tobe r  
I 

b u i l d i n g  p i p e s  f rom N o r t h e r n  B o r d e r  t o  B r o o k i n g s ,  t o  

M i t c h e l l .  t o  Huron.  j u s t  l i k e  we d i d  a t  Aberdeen .  And 

t h e  economics  a r e  n o t  q u i t e  t h e r e  on some of t h o s e  b u t  

c e r t a i n l y  i t ' s  someth ing  t h a t  w e  w i l l  l o o k  a t  a s  t h e s e  

c o n t r a c t s  e x p i r e  i n  2 0 0 3 .  

And that's j-tist l i k e  t h i s  Nekota p i p e l i n e .  

Co n e g o t i a - t e  w i t h  N o r t h e r n  a g a i n  f o r  a  l ower  r a t e .  I 
I 

1 3  ( t h e y  d o n ' t  g i v e  i t  t o  u s ,  w e ' r e  b u i l d i n g  i t .  
L 

2 3  I Aberdeen .  even  i f  N P S  would have  owned t h e  p i p e l i n e  

2 4  ) t h e m s e l v e s ,  t h e y  w o u l d n ' t  have  been  a b l e  t o  u s e  i t  

p i4 

15 
i 

20 

21 

2 2  

MS. WIEST: So wha t  d i d  t h e  588 ,000  g i v e  

N o r t h e r n  N a t u r a l  t h a t  t h e y  w o u l d n ' t  have g o t t e n  

f o r  NPS t o  g e t  o u t  of t h e  c o n t r a c t u a l  t e r m s  t h a t  i s  .- 

\ .  
p r e s e n t  i n  c e r t a i n  of t h e i r  c o n t r a c t s  and f o r .  

r e a l i g n m e n t  and  f o r  N P S  t o  u s e  t h i s  p i p e l i n e  up a t  

- 
I 

16 ' o t h e r w i s e ?  I mean a r e  you p a y i n g  f o r  f i r m  s e r v i c e  you  
I 
1 

17 I d o n ' t  neef!? 

I 
18 

\ 

19 

A .  No. N E C  c o u l d  c e r t a i n l y  u s e  t h a t  c a p a c i t y .  

T h i s  was d o l l a r s  t h e y  s a i d  - -  o k a y .  They s a i d  i n  o r d e r  I 
I 



Border rather than Northern Natural. Okay? 

And so there was going to be some dollar 

buy-out. Well, at least we're getting some capacity 

with that dollar buy-out. And NEC is trying to 

mitigate through selling to larger customers, get 

ethanol plants on our system to mitigate that cost. 

And, you know, it's part of this project. 

This was - -  I wish it was as simple as we could have 

built a pipeline and Northern didn't have any thing 

over our h a a d s  that w e  could have used it, the cost of 

27 I an ecunonis dollar amount and r h a y  w e r e  going to give 

i 

I 
service to N P S  would Ezve not been 576,000. It would 

1% I, h a v e  bcea less. 

I 13 1 MS. WIFST: Is part of the 588,000 for firm 

I( / service buL  another part for, in realty. the buy-out i 

I 

I 18 1 some capacity that was attached to that. 

15 

16 

19 I PIS. WIEST: And can it be divided out betwe 

the contract'? 

A . Y o u  could talk about it that Northern wante 

3 4  1 t P r m ~  leadinn to the 588,000 be no longer subject tl 

2 2 

2 3 

A. I don't think so. 

MS. WIEST: A t  the end what period will the 



A. Between NEC and NPS? 

M S .  W I E S T :  Yes. 

A. I thought that was a ten-year deal. Which 

ontract are you referring to? The Northern and NEC 

ontract. Northern and NEC that runs for five years 

MS. WIEST: What will happen at the end of 

.hat? 

A. What will happen at the end of that? 

MS. XIEST: It just expires? 

.A . Yes. 
'.. 

MS. WIXST: Thzn why are you continuin? to 

zharge  NPS the 576,0110 for another five years? 

A .  Well,, NZC has to get capacity for itself on 

' s  system. 

. t+z'li .- have 

thern. 

And, you know, 

to renegotiate 

when that contract 

another contract 

MS. ??IEST:  But you have no idea what that 

renegotiation will be, but you're just assuming? 

A .  I would assume it won't be at a lower cost 

than what they provided us in the first contract. 
I 
They've got some riders in this current contract that 

if they can get a higher value for it from someone 

else, we either have to match that higher price or 10s 

the capacity. 



MS. VILEST: Since we've been referring to it 

contract, is NPS now free to build 

A. Yes. That is in Exhibit a ,  the last page 

3 

4 

5 

6 

I 
1 tnrse,  number eight, Northern agrees to waive paragraph 

9 / fo~ir of their Novexber 20. 1939, letter. The parties 

any pipelines it wants to to Northern Border? 

A .  N P S  is free to use other parties rather than 

Northern Natural. 

i 
MS. WIXST: Today? 

I 

1.0 1 further acknowledge that there are no agreements known I I 
11. ! OT unknswn in effect Ckat would restrict ~orthwestern's! 

I 
ability to serve any markets through transportatLon 

services provided by parties other than Northern. 

i 
I 

I did not want them to bring out another 
I 

l a  I 

2 5  piece of paper at any point in the future that 
I I 

I6 / restricred us in any w a y .  If t h e y  had anything that 1 
1 

17 i they w e r e  known at that time, shcw us now. During 
I 

l$ 1 negotiations they just wanted to still limit that to 
I 

1 

l9 I Aberdeen I said, no, we don't want to limit it to 

2 0  Aberdeen. We want to be free to go elsewhere if it's 
I 

I 

21 

2 2  

: 23 
I 

I 
2 4  I 

I 

2 5 

in the best interests of the customers. 

MS. WIEST: Why did Northern Natural resist 

realigning delivery point capacity? I think you have 

that as one of the project benefits. 

A .  Because it's a creative way for them to hold 



MS. WIEST: Could you compare and explain 

field firm versus market firm? 

A. Field firm is capacity that's south of a 

point in Kansas which is demarcation. Northern calls 

it a demarcation point. It's simply an imaginary point 

on their system that prior to that point gas flowing 

fron the south to that point is considered firm field 

transportation because it's connecting producing areas. 

and once i.t hits demarcation, it enters Northern's 

market areas whers there is no production areas. 

MS. WIEST:'"'4;7ho's paying the operatin2 and 

zaintensnce expenses on the pipeline? 

1 LDC's hostage to buy more capacity from them. 

I 

I 
i 
I 
I 

I 
I A .  On Nekot-a pipeline? 

MS. WTEST:  Yes. 

16; A. Any operations and maintenance that would be 

17 incurred on there are paid by NPS during the first five 

I I I I 

18 

19 

20 

21 

2 2  

I 
2 3 

24 

years of the contract. 

MS. WIEST: And how are those costs 

reflected? 

A .  They would be reflected on the books and 

records of NPS's operations expense. 

MS. WIEST: I don't know if I have this right 

but did you say NEC contracted originally with NPS to 

21 besign and construct - -  

I 
I 

I 

I 



A. Yes. 

MS. WIEST: - -  the pipeline? 

A .  Yes. 

MS. WIEST: NPS designed and constructed the 

pipeline. Then did NEC pay NPS for that design and 

construction? 

A .  Yes. That was part of the consideration of 

c5e 1,155,000 investment. 

MS. WIEST: You've got into the evidence the 

1996 proceeding. I believe that was Exhibit No. 5, 

A .  Yes. 
I 

13 1 MS, WIEST: TPLat proceeding wasn't filed to 
I 
consider the Northern Eorder Pipeline project, was it? 

i 
1 5  x 4  I A No, The Nor~hern Border Pipeline project 

I 1 haan"t even been started at this point. This was 

17 filed, I believe, July 1 of '96, subject to check. 

18 MS. WIEST: Do you think there was any 

19 specific approval of that project in this filing? 



5rcent. which I think on your Exhibit 3 you compared 

MS. WIEST: Did you. say yes? 

A. Yes. 

MS. WIEST: That's all I had. Does the 

CHAIRMAN BURG: I'm confused enough. 

COMMISSIONER NELSON: I have one question 

:hough and it goes back to the refund that Ms. Cremer 

~ s k e d  for. You said that - -  and you had your exhibits 

:hat showed that there was a Commission order an? a 

iariff that was approved by the Commission and it 

somehow blessed this con.struction, this pipeline? 

A. I don't know that it blessed the constructic 

of the pipeline. It included the cost, the purchased 

gas cost as a result of the negotiations with Norther] 

and building this pipeline. 

COMMISSIONER NELSON: Is it not true that - 

are you trying to convince me now chat we would just 

automatically have picked that up out of that the 

document that you submitted in the tariff? 

I mean I found the whole subsidiaries and the I 

L different companies somewhat confusing, Northern I 
I 25 Border, Northern Pipeline. Are you trying to convince 

I 
I 
I 



e though - -  would you like me to believe that we 

hould have picked it up and that we did pick it up 

hat you bought and constructed the pipeline? I mean 

ou introduced - -  why is it relevant for me to 

onsider? 

A. I mean until this pipeline was brought in as 

.n issue i n  the rate case, I was - -  I didn't even thin: 

.hat there was a problem. I inean i had to really go 

)ack into old books and records just to d. ig  up these 

:ransactions on this whole project to start with. I 

nean this is over three years ago. And I c a n f c  

remember specifically each and every item that Dave 

Jacobson would have a s k e 5  me on that particular PGA 

sheet. I know we worked  together on it. I certainly 

gasn" trying to hide anything. I mean this was a cost 

that was out there. 

COMMISSIONER NELSON: It's a cost that was 

out there, but is there some kind of an approval 

process where if you construct the pipe - -  I mean I'm 

kind of curious why Mr. Bettmann wzsn't aware that you 

constructed the pipeline. 

A .  Well - -  

COMMISSIONER NELSON: Certainly it's 

significant. In your mind it was significant 

investment. So I'm kind of trying to figure out - -  an 1 



since there is a.pipeline safety program in South 

Dakota, when was it going to pop up on our list of 

things to look at? 

A. That would have been an operational issue in 

my mind, not - -  I mean if there's people - -  anybody to 
I 

blame here, I mean - -  I think I came up with a creative/ 

solution here for N P S  management to get some capacity 

for its customers at a loiver alternative coot than just 

going to Northern and taking the capacity there at 

maximum rates because that's the history of what 

I Northern charged for capacity. 
I 

I COMMISSICNER NELSON: Now, maybe I lead to 
I 

I the wrong conclusion. I gathered 
--. :I ~ h ~ i t  cost throu~h the PGA. 

1 

15 A. 'Yes. 

16 ! COMMISSXOBER N E L S O N :  W 

1 7  to reflect the actua.1 costs of bu 

providing to people since it's outside the rate base. 

I might be wrong, and if I am correct me because - -  I 

mean is thzt correct or not? 

A. I don't know. 

C O M M I S S I O N E R  N E L S O N :  Maybe I reached the 

wrong conclusion. 

A. I don't know if I really followed your 

quest ion there. 
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5 I - -  look at every report, we might be able to figure 
1 
out. I think without scmebcdy bringing it to our 

7 \ attention, wle might be able to figure it out you built 

r 

1 

2 

3 

4 

1 
8 1 the pipeline. But unless at some goint in time you 

COMMISSIONER NELSON: Well. I'm just trying 

to figure out if you have a pipeline and you're using 

it. it gave you more capacity, and you don't tell us 

that you built it necessarily. But if we want to play I 

I 
9 / come in for a rate case, how am I to know how you 

lo 1 expect us to address that cost and the recovery of you 
1 1  cost? 

19 \ guess in the future I don't know if this Commission 
20 wants every specific strategic projects that NEC or 

21 Nekota or NPS is looking at. But if that's what's . - 

22 1 required, you know, we'll be more than happy to sit 
23 1 down and discuss these strategies. And the problem is 

24 \ if you discuss it with one set of staff, three years 



same players aren't around. 

COMMISSIONER NELSON: Well. I don't know if I 

can buy into that because our staff has been - -  I mean 

10 years, 15, been around a while, but that's not 

relevant. 

And for me this is really one of the first 

rate cases that I've been involved in. And I've been 

operating with one set of guidelines that I thought 

applied to rate cases, and now I'm not sure that they 

do because I didn't recommend other things that were 

3eing constructed or paid for because I was always to1 

:hat they - -  well, it's not relevant because they're 

n o t  passing those costs on to t h e  consumers. And if 

they were, they would be in here for a raEe case. I 

So I was a l w a y s  fairly comfortable with the 

idea as long as they don't affect the rates people paid 

at some point in time, you would decide when you wanted 

to recover those costs and pass them on to consumers. 

But now I find there's a loop hole somehow for me in 

that you've managed to find a way to pass those costs 

on to the rate payers and I wasn't even aware that,,,.-.-. , . I 
. ' .  

think for me, anyway, $588.000 is a lot of n ~ n & ~ ,  .arid 
. 1 .  

it certainly has a significant impact on rates. ? > 

So I guess I'm trying to figure out how in m: 

1 mind I'm supposed to address in the future and now you: 



recovery of those costs and how that impacted the rate 

payer. Because I always assumed it was going to be 

through the rated case and they weren't being passed 

on. 

A. They wouldn't have been passed on through tht 

rate case because the investment was not an NPS 

investment. It was a non-regulated investment. 

COMMISSIONER NELSON: But you're passing somg 

sf those costs, isn't it? Maybe I'm wrong. I might bc 

m i s t a k - z n  here too. But itseems to me you're tryins t, 

pass  some of those costs on to the regulated rate 

payers, althou-gh you said that they were non-regulated 

costs, or the cernpany that authorized those costi were 

non-regulated? 

A. Right. 
--, 

COMMISSIONER NELSON: But now you're trying 

to recover those costs from regulated rate payers? 

A. For the services that were provided, yes, an 

it's a supply-related cost. Capacity is a 

supply-related cost. It's not an investment in a 

distribution system in meters and Lines and 

regulators. It's a cost that's incurred prior to the 

town border station prior to NPS's system. 

COMMISSIONER NELSON: Is there anything that 

precluded you from selling? I mean since you have 



z a p a c i t y ,  I mean I ' m  n o t  s u r e  how much c a p a c i t y  i s  

i d e q u . a t e .  And a t  one  p o i n t  you d e c i d e  t h a t  enough  i s  

znough, I mean.  So i f  w e ' r e  n o t  u s i n g  t h a t  c a p a c i t y ,  

3 1 1  t h e  t i m e  t h e r e ' s  c a p a c i t y  t h e r e  t h a t  you c o u l d  be  

L e t t i n g  o t h e r  p e o p l e  u s e ,  d o e s  t h a t  h a p p e n ?  

A .  Oh, y e s .  

COMMISSIONER N E L S O N :  A n d  i t  h a p p e n s  

r e g u l a r l y ,  So  how a m  I t o  t r a c k  how much y o u ' r e  makinr: 

& h e n  y o u ' r e  n o t  u s i n g  i t ?  I mean, i n  other words ,  you 

b u i l t  c a p z c i t y  f o r  y o u r  b i g g e s t ,  w o r s t  s c e n a r i o ,  t h e  

peak t i m e ,  and  I d o n ' t  know f o r  m y s e l f  a n d  I don'i 

t h i n k  c h a t  you  p r o b a b l y  know e i t h e r  how o f t e n  you1  r e  

g o i n g  rs have  u s e  t h a t ,  a r r i v e  a t  t h a t  p e a k  t i m e  

b e c a u s e  y o u  d L o n l t  r e a l b y  know i f  t h a t  w e ' r e  g o i n g  t o  

hzve a n o t h e r  w i n t e r  l i k e  w e  d i d  and t h o s e  c o s t s  a r e  

g o i n g  t o  b e  u p .  I f  we h a v e  a  g c o d  y e a r  w e  w o n ' t  r e a c h  

t h a t  p e a k  t i m e .  

So  i t  seems t o  me you c o u l d  b e  e a r n i n g  a  l o t  

o f  money o v e r  t h e  t i m e  by u s i n g  t h e  c a p a c i t y  you r e a l l .  

have  r e s e r v e d  f o r  y o u r s e l f .  And I ' m  a s s u m i n g  i f  you 

n e e d e d  i t ,  you  would b e  u s i n g  i t  and  you w o ~ l d n ' t  be  

s e l l i n g  t o  somebody else. So you h a v e  g o t  y o u r  need  

met a n d  you  c o u l d  make money on t h a t  a l l  a l o n g ;  i s  t h a '  

n o t  c o r r e c t ?  

A .  No, n o ,  any  c a p a c i t y  t h a t  NPS h o l d s  t h a t  i s  



sold on the market, those dollars get credited back to 

the PGA. The gas customers get that benefit 100 

percent. 

COMMISSIONER NELSON: So any excess money 

you're making on your things - -  

A. Yes. 

COMMISSIONER NELSON: Got it. Thanks. 

CHAIRMAN BURG: Just probably going back to 

sqt~are one, curiosity, as long as you determined it wa: 

a proper procedure to recover the construction of that 

pipeline through t he  PGA, how did it get into the rate 

csse? 

A ,  T h e r e  was a schedule that - -  two things: 
1 

- ,,here was of a schedule that's attached. I think it's 

statement R tc the rate case. And it talks about 

listing any affiliated transactions that the utility 

has with its affiliates, dollars, and that amount was 

listed there. 

And then there was a series of data requests 

that wanted some more information on those affiliate 

transactions. Most of them were the management fees 

and so forth. This just happened to be an affiliate 

transaction as a gas cost. 

CHAIRMAN BURG: But you're asking to recover 

it correctly in the rate case? 



I 

I 

1 1 

2 
1 

I 

I 

5 

3 
I 
I 

4 

I 

I 
I 

CHAIRMAN BURG: You thought that was part of 

r 

A. No, no, it was already - -  all they ask is 

list any contracts or fees for services between an 

and it was a gas cost. 

7 
affiliate and the NPS. This 48.000 a month, or 576,000 

was identified as monies that go to NEC, a cost to NPS, 

7 

8 

9 

10 

i CHAIRMAN BURG: That's what I was going to 

I 
say. So you had been recovering it through the PGA but 

A. Because he took it out and realized it wasn't 

the reanon for the reduction from the two point 

~ornethiny million down to the one millioc? 

A. Yes. Bob Towers took the 576 and said it 

should be  106. 

13 

14 

15 

16 

I 
in the base rate and it wasn't in there to start with. I 

n o w  you have also included if through recovery? 

A .  NO, no. 

CHAIRMAN BURG: Then how can he take it off 1 
because it wasn't there? 1 i 

21 1 it really is a PGA issue. I 

19 

20 

His testimony clearly discusses that, that it's now - -  

he shouldn't have taken out of the base rates because , 

2 2 

2 3 

24 

2 5 

CHAIRMAN BURG: Okay. 

A. That's why we went from 402.CUO to 878. 

MS. WIEST: Any redirect? 

MR. DIETRICH: Yeah, I have a couple 





have been paid by NPS to Northern National without the 

pipeline project would have been much greater than paid 

under this arrangement? Is that correct? 

A. Yes. 

Q And, again, roughly what would have been the 

additional costs paid by the consumers under the old 

system without the pipeline construction? 

A. That amount would have been for an additions; 

15,000 MMBtu per day on Northern at their average pricc 

that would can be close to 1.2 million dollars a year. 

Q - So the savings to the rate payer was? 

A. Roughly half of that. 

Q I just want to clarify here a little bit the 

process on the purchased gaz adjustment. This 

purchased gas adjustment provision, that's separate ant 

apart, isn't it, from the rate base recovery mechanism 

itself? 

A. Yes. Our current tariff has a base rate 

which is really the cost of delivery service and the 

customer charge separate from the purchased gas . 
. . .  

. * 

adjustment tariff. They're separate charges. .. - ; .- 

Q - An6 that charge for the purchased gas 

adjustment is provided through a mechanism by South 

Dakota statute; isn't that correct? 

A. Yes. 
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Q .  So there's a separate mechanism for recovery 

of base rate costs and a separate mechanism for 

recovery of your purchased gas adjustment costs? 

A. That's correct. 

Q .  So in recovering these costs of this 

$576,000. isn't it true that you just used the 

mechanism provided by statute; isn't that correct? 

A. That's correct. 

'2. I want to go back just a second to the 

Exhibit believe, which the Aberdeen pipeline 

through Northern Border was alluded to. Do you 

remember that exiiibit? 

A. Yes. 

Q .  And I believe that was on Exhibit C: is that 

correct, as has been identified by yourself? 
-. 

PA . Yes. 

Q. NOW, just so you understand the process here, 

that you provided this information; is that correct? 

A. That' s correct. 

8 - And when you provided that information, I 

would presume it's well scrutinized by the staff at thf  

Public Utilities Commission? 

MS. CREMER: I would object to that. 

A. I can't answer that. I don't know that 
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A .  It's provided in a filing to the Commission. 

Q - And, again, that's through the purchased gas 

adjustment provisions by statute? 

A. Yes. 

MR. MOLSTAD: I have no further questions. 

MS. % L E S T :  Any further questions? 

RECPOSS-EXXMIKATION ' 

EY MS. C X Z M E R :  

9 .  Yaur attorney asked you a question on 

redirect an3. you referred to the $197,000 benefit. 

That benefit would only have - -  that amount is assumin 

that litigation would have been unsuccessful; isr.'t 

that right? 

A. No. That's assuming if we wouldn't have eve 

had to talk to Northern, we would have required 15,000 

MMBtu of capacity and went to Northern and say we want 

this much capacity and that's what the value of that 

zapacity would have been worth in a contract. 

MR. MOLSTAD: I have a question then. 

FURTHER REDIRECT EXAYINATION L 

3Y MR. MOLSTAD: 

Q - So isn't it true, Mr. Hitchcock, that you 

vould have brea, under the Northern Natural scenario, 

it's over a ten-year period, we would have been eludin 



4 
CY 
rl 

- . - -  

JJ LJ 
a s a, a a, 
A tn + J a LJ E 
4J .r( .d a r d r :  rn 10 c 

a '4-4 71 d m r: -4 a, a, 
k rn rd 4J -4 Q) .G m ~ - c  
0 -t+ d k  4 6) m L: 4J 3 

a, a, ~ J u l U d W b ,  ct U 
C .. $ 0 . -  c l r ? G r d  W X 

o a A O W F : . C ( L M ~ - ~  o o a, c 
0 0 3 Q) 5 (?, m 4.J a, 
0 -4 @ t T ) k > a ] O D r  ?-, U) - C 

k > k L ) r b k G - d  .rf JJ . d .  C- 0 JJ 
o a, rd a, A U a a a  w a, o m 3 
o a c X U  (O cu a, o -rl a c l x  
~n r d r d 7 Q ) -  k E: $4 U rd JJ UI rd LX 

a, X a d O V I Q ) ( U h U  C rn a k a ,  0 
E rd ~ J r ( m k ' d 3  Q, a . a ,  0 k LI 

X -,--I E cU O ) k L J d  C H 3 C .Q 
A JJ ~ r : r ; ~ : ~ c o i u r d  u u1 C, I a 
c ro rb -rl Q) u &I a k -r( r( -r( I rd w 
b, JJ J J k  d k  L) a, I d k  3 t4 
5 a cn JJ c l c m d  u rd a, a, a, p? 
o c o a a  % fa ~ 4 CCI =J F: k c . %  

u d o ~ ~ r d o ,  LJ 
4 

k JJ a rn 4J a o r d  f: 
LJ -4 c: -4 JJ cd c, ro a, . k ?G LJ 

~ n k  W k 4 U  U ~ A  k 5 dJ . 
W @  Z T J a  l d U k 5 : S  ( \ a  r d W  O W d  
E > L J ~ , P I  n , u o . i ~ r n  TI TJL) d a r( 

2 
S 

-4 o 3 m r c s z  r( u ~ - c  $.I X S I -  
JJ , ~ r d a l c , u w  a tn 5 a, G c a, cn 

ro c n m ~ u  ( u 3 C  0' k 4 rd . . . . 5 - 7 3 . t - i U U C r ( . d  3 k 
[T) r-i O X . U ~ L J ~ ~ L J  o  a . . .  0 !-I PC ,.c 5 - i  k J LJ > 0 U 4 z5 
rd d o  d Q) a E - c E - c 3 r d i + E - c  
a, 0 r i l r d u w u o r r ! c n  A JJ C l l W l O d i 7 1 V )  E-c 
b 0 C 3 . c  0 cr] 9 Cr rd d W $ 1  d a H 

o a , t ~ d ~ t r )  3 m o c n  s o H 3 O H  a 
iZ ? U tD .n a, T3 -4 A LJ Z B A O Z B  I+ 
a, 0 r 3 r d t T l L J c l  47 c U cl h X 
C) 0 10 d rr! -t+ 'd 4 a, 03 -14 [I) tl) r d  X 

0 0 0 3 . r l W G d E a  C . r l a , & W l d O O C l l  W 
m ~ w o h ~ o r d ~ a , ! Z  5 * X E € - ' Q E E  V 

k In $1 3 d U k  . . 
a) vt 'd a, a, LJ . 10 
X r\. . A - I  a, o k I\ - 
rd h JJ . G G  a , m o  a ,  ro rn 
a r - i u a o o o s n -  o a ~ 4  tr) a, 

.c ffl .r( .ri . C d J f d a J  . 7 a, *r 
W t J l k  1-1 -3)  - r f  $4 '0 C) [T) d 2 
r J 7 k  d 1-1 ~ U ~ G J ~ ' I %  C C, C 
a 0 0  -4 .r( Z = k r b d c n P t  0 .rl .r( 

k k U  E E -14 M 3. E-4 I& U U 3 E 
__-----...--I--.--.- 

d ~ m ~ $ ~ n u ~ r n m ~ ~ ~ m ~ m w r m m o r l N n ~ ~  
+ - { d l - 4 d , - l d d d i - - i r l N N N N N N  



IDENTIFICATION.) 

MS. WIEST: Let's get started. Call your 

lext witness. 

MR. DIETRICH: Rodney Leyendecker. 

RODNEY LEYENDECRER, 

called as a witness, being first duly sworn, 

was examined and testified as follows: 

DIRECT EXAMINATION 

3Y MR. DIETRICH: 

Q .  Please state your name for the record. 

A. Rod Leyendecker. 

Q. And what is your current occupation? 

Corporation and president and CEO of Norcom Advanced 
. 

Technology, incorporated. 

Q. Okay. And were you employed by Northwestern 

in 1996 and 1997? 

A .  Yes,  I was. 

B . And what was your position at that time in 

the winter of '96/'97? 

A. I was vice-president of market dev.qlopment, 

which was the group that transcended into an 

unregulated business of Northwestern Energy and then 

spun down into the telecornmunicatlons. 

Q. So you were involved in the transactions and 
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1 1 It was mentioned this morning Watertown was one of them I 

r 1 2  5 

! we would like to have done, that we just weren't able 
1 

4 1 to work out the logistics to get it done. They did it I 

We had other pipelines on the board to do. -l 

5 themselves. 
I 

1 The evaluation of the name Nekota is the - -  I 
I 

7 I N e k o ~ a  is a derivation of Nebraska and Dakota, the I 
I I 

I 1 supply area of Northwestern Public Service Company, our 
I i affiliated utility. We intended to put a number of 

10 

11 

12 

, L J  3 

14 

pipelines wherever. This was an opportunity to do 

something better for the customer and for Northwestern 

Energy. We wanted to do it. Right now I don't know 

that that - -  that we shouldn't agree to re-think that 

some. In any event, I ran on a little bit. 

15 

16 
I 

17 

18 
I 

I 

Q - During the spring of 1997, were you part of a 

meeting between Northwestern Executives and 

representatives of the..Public Utilities Commissio~l and 

their staff at which a number of pieces of information . 

19 

20 

21 

22 

were shared with the Commission? 

A. I can remember that I made a couple of 

presentations to the Commission where we invited the 

Commission and staff over, and one of them in 

23 

2 4  

2 5  

particular was when I was market - -  in m.arket 

development and we shared some of those things. 

8 .  Looking at what's been marked Exhibit 9, are I 
I 
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those excerpts from the presentation that was made at a 

meeting that spring? 

A. I see it's consecutively page numbered, so it 

would be excerpts of the entire present:ation, but it 

represents the entirety of my presentation. 

Q - Okay. Do you recall any specifics from that 

p r e s ~ e n  tati~n? 

A. You know, I'm getting aged here somewhat and 

I don't recall. But I mean as I go through the thing. 

it's pretty clear wha.t the message would be here is 

that I was talking about mechanisms and strategies that 

would protect customers for Northwestern Public Service 

Company. 

I come in here - -  you know, some of our 

activities that we were doing on a contracted basis for 

Northwestern once we became incorporated was ta.riff 

maintenance that would,protect margins, enhance 

customer choices. Ultimately as we got down into the 

NEC operation, that's exactly what we've done. I 

I see on the second slide that we talked 

about some of the strategies of gas pipelines. That's 

what we did do. I 
The next page is more general. The page i 



for what we thought where it was going, that it was 

going to become a pipes and wire business. That means 

that upstream of TBS and perhaps the same thing on 

electric side, once it advances along, we'll become 

unregulated, deregulated. That was the whole message 

on rhaz particular series of slides. 

On the next one, Foundation of American 

Development there we have got Northwestern Public 

Service Company, which structurally was the parent 

company  in i997. Northwestern Coup. has been a 

reorganization much patterned after - -  I don't know if 

it was patterned after, but much similar to the way 

Black Rills is right now whereby Black Hilis Power is 

just a division within Black Hills Corp. Then I assume 

they have a number of subsidiaries, some of which I'm 

familiar with. 
.. 

But as you see there, Northwestern Fvblic 

Service Company, subsidiary Northwestern Energy Compan) 

and a subsidiary Nekota. Now, I don't know what I saii 

in particular that day, but the fact that I got Nekota 

on here and Nekota has one single purpose in this whole 

world and that is to own and operate the one pipeline 

that we own. I don't know what I could have said other 

than that that day. And I guess, you know, that would 

be my response. 



Q. Okay. 

A. And I certainly would indicate that at least 

:hat particular day I wasn't intending to hide 

anything. 

MR. DIETRICH: No further questions. 

MS. WJEST: Ms. Cremer. 

CROSS-EXAMINATION 

BY MS. C R E M E R :  

Q. Thank you. Who was present at the meeting 

that you were just discussing? 

A. A number of Northwestern Public Service 

Company people. The presenters are on listed on top o 

exhibit so I assume they're there. 

Q. Right. 

A. I guess maybe you could go around the table 

and probably get a better hands than I - -  I know some 

of the Commissioners, if not all, were there, some 

staff, if not all, were there. 

Q - And if I understood you right, you really 

don't remember what you said that ciay? 

A. That's correct, but I think I drew some 

pretty concise conclusions of what could have been 

said. 

Q - What could have been said at the meeting, bu 

we don't know what was said, do we? 



A. Yes. But when there are single issues like 

J e k o t a  Resources, you can say nothing else unless 

roufre just plain making it up. 

Q - It says Nekota Energy, it doesn't say 

anything in here about Nekota pipeline; is that 

A. Nckota Resources has one single purpose in 

l i f e .  

Q I don't see Mekota Resources. 

A. Maybe it got misnamed in there. It got 

misnamed. But there is no such thing as Mekota 

Energy. I'm sorry, it is Nekota Resources, Nekota 

Resc~urces single purpose. 

Q . And so you believe at that meeting you told 

the Commission that we're build-ing a pipeline and it'& 

running into Aberdeen and we've got the rate in the 

PGA? 

A. No. The indication on here, Counselor, is 

that it was April of '97, ao it would have been built 

and operating. 

Q. Right. 

A. I would have talked about how we - -  I 

probably said we built a pipeline and saved supply 

capacity at 40 percent of tariff rates. That would be 

the guess on my part. 



Q .  Was it, "we built the pipeline and it's the 

one running into Aberdeen right now and it's the one 

you guys all know about"? You wanted to use that as ar 

example? 

A. That would be your words. What I said was a 

likely comment I would make about that is that Nekota 

is the owner of pipeline in Aberdeen with which we 

supply capacity to Northwestern Public Service Company 

at 40 percent of N~rthern's tariff rates. 

Thzt would be the only kind of message I 

coul -d  have derived. And I' 11 state it the way T?m 

calculated today at 6 0 / 5 5  for a blended seasonal. I 

would have been overstating the discount but - -  or 

understating the price, but that's the wav I alwavs - .I - 

refex to it. 

MS. CREMER: I have nothing further. 

MS. WIEST: Commissioners? 

CHAIRMAN BURG:.. Probably the only one I'd 

have is a lot has been cleared up f o r  me from the time 

I first started asking my questions until later. But 

how did you not recognize that construction needed 

inspected? That's the one issue. 

A .  The construction needed inspection? 

CHAIRMAN BURG: Right. 

A. To be honest,with you, I have no knowledge of 



r h e  requirements. O ~ l y  in the break I visited here 

with Curt ~ o h l ,  who I would say should be more I 
familiar. Ee's not aware that we have ever filed under 

anything to be constructed. And perhaps you're going 

I to put him on the stand. I don't know. 

CHAIRMBN BURG: I ' m  trying to recall, when 

did we take over pipeline safety inspection? I can't 

remlembemr that. . 

A .  Basfed on at least the short the break we got, 

Commissioner, I don't think we've ever filed based on 

what Curt can remember. 

CHAIRMAN BURG: But even if it - -  even if we 

weren't required - -  we didn't have pipeline safety yet 

the Feds should have been aware of construction and 

supervision as it's being constructed. 

A .  Yeah .  

CHAIRMAN BURG: Since this is your first 

pipeline, I mean. 

A .  Actually, ~ ~ e ' v e  been involved in constructio 

with Northern, I think, on a couple of pipelines. But 

all I'm saying is Curt says he's unaware of it and 

apparently that means we never have. 

i CHAIRMAN BURG: Okay. 

MS. WIEST: Any redirect? 

25 MR. DIETRICH: NO. 
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was examined and testified as follows: 

3Y MS. CREMER: 

DIRECT EXAMINATION 

Q . Would you state your name and address for the 

record, please? 

A. Yes. David Alan Jacobson. My address is 

?ublic Utilities Commission, 500 East Capitol Avenue, 

?ierre, South Dakota. 

Q .  where are currently enplsyed, Dave? 

A. I'm an analyst at the Public Utilities 

Cornmiasion in P i e r r e .  

Q And could you give us your educational and 

employment background beginning with high school 

graduation? 

A. I graduated from Huron High School, 1976, 

graduated from the University of South Dakota with 

in business administration in 1980, and subsequently 
1 

went back to school and completed major course work in 

accounting. I'm employed by the C3mmissi.cn in 1984 as 

a utility analyst and continue to be employed by t hem 

today . 
. . . - 

A -  

Q - And you have testified before 'the Com&ission 

on numerous dockets on numerous occasions? 

A. Yes. 

Q. Are you familiar with Docket NG99-D02? 





A. Yes .. 

Q . Do you have that? 

A. Yes. 

Q - Could you tell us what that is? 

A .  It's oxr calculation of the adjustmznt to t h e  

curren.t rate paid by Northwestern Public Service to 

NEC . 

Q .  Do you want to kind of walk us through that? 

A .  Yes. I11 this calculation, the top line rate 

of return reflects the settlement rate of return as 

accepted in the settlement in this case. Fec2er1J .  

income taxes are self-explanatory. The service period 

for the calculation is 20 years based on the contract 

in effect between Nekota and N E C .  

Property taxes in this exhibit are the actua 

1998 property taxes, The cost determined is subtracte 

from the current rateL-tq yield the adjustment that we 

propose. 

Q. Okay. There's been a lot of discussion of 

the various transactions involved hsre with the 

distribution system and that. Could you explain that 

little more fully, please? 

A. Yes. Northwestern Public Service's gas 

supplied to Aberdeen enters a distribution system 

through two pipelines. One is the preexisting 



-- 

zonnection to Northern Natural. The other is a 

?ipeline owned by Nekota Resources, Incorporated, a 

sxhsidia.ry of MEC and thereby an affiliate of 

Northwestern Public Service. Nekota is connected to 

rhe Northern Border Pipeline. 

NEC entered into a contract with Nekota date( 

November lst, 1996, whereby Nekota provides 

transportation service to NEC. By separate contract 

effective on the sams date, Northwestern Public Servici 

entered into a transportation services agreement with 

MEC. The rates on the two agreements are the san !. 

The contracts are for an initial term of ten 

years, but only the contract between Nekota and NEC is 

renewable by mutual agreement for an additional ten 

years. north wester^ Public Service's entitlement 

represents 62.5 percent of the capacity of Nekotars . '. 
pipeline. For this it pays $48,000 a month, or 

$576,000 per year, all of which is assigned to S o u ~ h  

Dakota Gas Operations. 

MS. CREMER: Before 1 forget, I would offer 

Exhibit A. 

MS. WIEST: Any objection? 

MS. WIEST: If not, it's admitted. 

MR. DIETRICH: No objection. 

Q - Is this a reasonable charge, Dave, the 48,OO 



3 Nskotars cost of providing the service. Nekotar i 

137 

4 1 investment in the pipeline is $1,185,000. For such an 

1 

2 

per month? 

A. No. This greatly exceeds the affiliate 

5 

6 

El 1 facility has an expected life of at least 20 years, 

investment an annual rental of $576,000 is excessive on 

its face. 

7 

9 1 that only 62.5 percent of the capacity of this line is 
I 

But combining this with the facts that the 

lo I committed to Northwestern Public Service, and that by 
separate agreement Northwestern Public Service is I 

the charge is excessive, unreasonable, and 

unjustified. L 

I 

Moreover, while the contract requires 

1 2  

13 

14 

payments from Northwestern Public Service are more than 

sufficient to pay for the entire line, the contract 

leaves 37.5 percent for the capacity uncobi't.ted and 

available to NEC, the company's energy marketing 

affiliate, for generating additional profits. 

obligated during the first five years of its contract 

to pay all its inspection costs and operation and 

maintenance expenses, makes this abundantly clear that 

Also, the fact that NEC's contract with 

I 24 I Nekota is renewable for an additional ten years while I 

2 5  
! 

the Northwestern Public Service contract with MEC is 
- 



3 not be able to use the Nekota pipeline at all, or at a 

4 reasonable cost if the market for gas transportation 

- 1 provides more lucrative opportunities for NEC. 

I 

t 

t 

I 

Q. On Exhibit A, the adjustment that you 

recommended, the 403,185 - -  strike that. Dave, why dic 

rou assign the entire Nekota pipeline cost of service 

z o  NWPS when Nekota and NEC have not committed the 

zntire capacity of the line to MWPS? 

A. Formal contracts notwithstanding, the conpan 

has represented that the entire capacity of the line 

will be available to Northwestern Public Servlce when 

it is needed, as the company stated earlier, even 

though Northwestern Public Service is able to use the 

capacity in excess of 15-,.000 MMBtu per day. Meanwhile 

any capacity unused by Northwestern Public Service is 

available to NEC for sale to others. 

Q. Why are you recommending that the,company,be 

- 

been so since they were first flowed through the PGA i 

December of 1996. This has resulted in substantial 

required to refund amounts collected since.Dec-ember:of 

' 9 6 ?  

A. Charges imposed on Northwestern Public 

Service by its affiliate are grossly excessive and ha\ 



~vercharges to Northwestern Public Service's gas 

customers in South Dakota. 

Moreover, the effects of this 

less-than-arms-length transaction were introduced into 

isrthwestern Public Service's PGA calculations without 

;pecial notice by the company, and continued to be 

.dentified in those filings without reference to Nekot 

tesources or Northwestern Energy, but as NBPL-Aberdeen 

:apacity. 

Use of the semiautomatic pass-through 

nechanism in this manner is not appropriate, in my 

2pinion, and an order requiring refunds with interest 

is justified. 

Since the collections will have taken place 

over a period of nearly three years, I recommend the 

principal amount of the overcharges, together with 

accrued interest, be flowed back to rate payers over 2 

three-year period in the PGA. 
-1 --. 

Q. Is that adjustment calculated in the same 

manner as a traditional rate case calculation? 

A. No, it is not. In this case we have proposc 

a fixed monthly charge based on a 20-year contract lij 

as opposed to a calculation based on the physical life 

of the pipe. This, in part, reflects ownership by tht 

affiliate as opposed to ownership by Northwestern 



'ublic Service. -' I 

Q . Mr. Hitchcock discussed a number of benefits 

:hat he claims NWPS's customers have received as a 

result of their building this pipeline. Do you dispute 

:hat these benefits may have taken place? 

Q - Assuming for the sake of argument that these 

oenefits have occurred, would your proposal - -  would 

your proposed adjustment affect any of these benefits? 

A .  No, not in my opinion. 

(2. And let's discuss the FGA issue and when we 

first knew about that. When was the first you knew 

about this issue, Dave? 

A. When Martin Bettmann instructed me during 

this rate case of investigation he was doing with 

pipeline facilities or affiliate transactions with our 
-1 

\ 

consultant, Mr. Towers. 

Q . Do you know when the format of the tariffs 

changed? 

A. Yes, It was during, as the compzny alluded 
. . 

to, it was NG96-015. 

Q . 1'11 hand you what's been marked..,as Exhibit 

B, if you could identify that, please. 





I 

11 MS. WIEST: Go ahead. I 
I 
i 

2 I MR. DIETRICH: How does this particular 1 
I 

3 1 filing then relate to Exhibit 5, the data request 
I 
1 response? Was Exhibit 5 information that was provided 
J 
I after this filing was made? 

6 I A. I think Exhibit 5, if I'm correct, is the 

7 1 next PGA. I believe it was the one in that PGA you 

9 / filing it was done under the old format, the old tariff I 
8 

1 
10 1 format. 

I I 

have there the NBPL charge does not show up, and that I 
MR. DIETRICH: Okay. As part of NG36-015, I 

12 / then, before that order was entered, the other lata 1 I 
13 \ request and other informat.ion was received by you? I 

I 
A. I would have to check to be sure. It should I 

15 1 be stamped with a received date. I 
MR. DIETRICH: Perhaps you can compare the 1 

17 / dates on Exhibits 5 &dl 6 .  

2 0 I MR. DIETRICH: I think - -  well, it probably 1 1 

18 

19 

MS. CREMER: Is this to an objection to the 

exhibit or is this cross-examination of the witness? 

cross-examination. 

MS. CREMER: The purpose of that was merely 
I 

2 5 

I 
2 1  is a little of both. But I'm primarily trying to see 

2 2  

2 3  

if this exhibit itself accurately reflects the. - - 

information that was present, but I can perhaps do that 



:o show the old format of the tariff. 

MR. DIETRICH: Okay. 

MS. WIEST: Is there any objection 

MR. DIETRICH: NO. 

MS. NIEST: Exhibit B is admitted. 

MS. CREMER: Thank you. 

Q - 1'11 show you what's been marked as Exhibit 

6 .  Could you identify that for us, please? 

This 

Exhibit 

s 

the cover letter of the PGA £:ling 

ior the month after the exhibit just entered. 

Q - And so it's the cover letter to Exhibit 5; i 

:hat correct? 

A. Yeah, if you want to put it that way, yeah. 

MS. CREMER: , I would offer Exhibit C. -. 
MR. DIETRICH: Just one clarifying question. 

4s I understand it, Exhibit 5 was not the tariff 

filing, but it's responses to a d ~ t a  request related t 

a tariff filing, so - -  

s not, okay. MS. CREMER: Oh, it' 

MR. DIETRICEI: It's not necessarily what 

accompanied Exhibit C; correct? 

MS. CREMER: Okay, in that case. 

A. I believe Exhibit 5 ,  if I understand the 

company correctly, was an example of a PGA filing. I: 



.asn't the actual next month PGA filing. 

MS. CREMER: It's Exhibit C of Exhibit 5 

-emember, your Exhibit C. You had two of them in 5. 

: t l s the cover letter to the first Exhibit C. 

MS. WIEST: Exhibit 5. 

MS. CREMER: In Exhibit 5. 

MS. WIEST: This is Exhibit C. Is there an 

~bjection then, Mr. Dietrich? 

MR. DIETRICH: No. 

MS. WIEST: Then Exhibit C has been 

Q - On that Exhibit C, Dave, is there any 

Q .  Is there any indication or. was - -  did the 

company call you or give you any indication to look £0 

a new line item in that PGA? . 
A. No. 

Q. When you review the P G A 1 s ,  what do you 

typically look for? 

A. Usually make a comparison between t$e ,old PG 

and the new PGA and look for something that:.would be 

under our jurisdiction or questionable change. 

Q - Okay. Did you at any time discuss that 

Nekota pipeline during this time period December of ' 9  



i / with Turn Hi~chcock? 
1 -4 - xu - 

A 9 - 1 v - Or anyone fxon the company? 
I 

I Q Did NWPS notify you in any manner whatsoever 

5 1 that the pipeline c h a r ~ e  or a transaction with an 

1 affiliate w a s  now showing up on the PGA tariff? 

1 A .  No. 

I Q - Were you present at the spring meeting that 

10 / Rod Leyendecker testified to here earlier? 
A .  Yes. 

Q At that time - -  and I think Mr. Leyendecker 
i 

1 3  j already told us he didn't jump on the table and 

announce it- Buc 5id ke in any manner talk about the 

IS 1 Nekota =ipeline, to your recollection? 
i 

A. There was no mention of an affiliate pipelin 
. 

and associated costs being put through the PGA or any 

18 affiliate transactions going through the PGA. I 
Q - Is there any correspondence in docket 

20 MG45-015 or any PGA filing that ever mentioned an l'. I 
I 

2 1  I affiliate transaction? 
1 

24 changes? 

e - 
.L> A. Certainly. 

2 2 

23 

A .  No. 

Q - Have other companies notified staff of PGA 
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A .  Yes.  

Q - And on how many t i m e s  i n  t h e  l a s t  1 2  months 

id  t h a t  happen? 

Q - So 1 2  o u t  of 12? 

A - 3. * xes  - 

Q - I n  y o u r  o p i n i o n ,  Dave, had  a n o t h e r  c o n t r a c t o r  

u i l t  t h e  l i n e ,  o r  if NWPS owned t h e  l i n e ,  would t h e  

enefits t 5 a t  M r .  H i t c h c o c k  referred t o  be t h e  same or 

A .  Yes. 

Q . Would t h e y  be t h e  same o r  b e t t e r ?  

A .  W e l l ,  i t ' s  h a r d  t o  say t h a t  t h e y  would be 

l e t t e r  o r  t h e  e x a c t l y  t h e  same. I t  depends  on - -  I 

vould s a y  t h a t  If a n o t h e r  c o n t r a c r o r  had b u i l t  a l i n e ,  

z o m p e t i t i v e  b i d d i n g  p r o c e s s  ta t a k e  p l a c e  whereby t h e  

charge for t h e  c a p a c i t y  o f  t h e  l i n e  i t s e l f  may w e l l  

have been c h e a p e r .  

M S .  WIEST: T h a t ' s  211 I have  a t  t h i s  t i m e .  

M S .  WIEST: Cross?  

BY MR. DIETRICH: 

Q . J u s t  g e t t i n g  ba.ck t o  t h a t  p o i n t ,  i f  a n o t h e r  

p e r s o n  owned - -  o r  b u i l t  and. owned t h i s  l i n e ,  would 



normally that Northwestern been able to contract for 

15,000 MMBtu and have access to 100 percent of the 

rapacity of that line on any date they want, or would 

that would they have to pay for the full capacity? 

PA . Well, certainly on a contract to build like 

that would be d12pendent on the negotiations that took 

place. Presumably Northwestern Public Service could 

retain full capacity rights to the entire line. 

Q. Paying for what you call 6 2  and a half 

percent of it? 

A. Well, actually my adjustment would re~lect 

that they would purchase 100 percent of it. 

Q . But you just indicated someone else could 

have purchased this and sold capacity for approximatel 

the same amount. 
.. 

MS. CREMER: Was that a question or a 
. 

statement? 

B - Is that what you just said? 

A. I'm saying that if an alternative person had 

constructed and owned the line, your rate. cost to 

Northwestern Public Service may well have;b&en lower . . 

than 3.20. 

Q - Could I have you look at Exhibit 3, please? 

you heard Mr. HiDchcock~s testimony about the bene.fits 

and you indicated just now in your testimony that even 







Q. And the ability to increase margins for 

Northwestern Public Service by having increased 

potential sales to interruptible customers through 

these other capacity improvements is not reflected on 

Exhibit A other thain what the pipeline facility itself 

provides? 

A. That ' s correct. 

Q Okay. Would you agree that all of these 

p r o j e c t  benefits are to the benefit of Northwestern 

Public Service customers and that there is a value that 

they have received from this project and that various 

negotiations that have taken place with Northern 

Yatural? 

A. I'm not sure that I can agree that they've 

been - -  those benefits have come across come about as a 

result of this particular project. 

Q Well, if ~orthwestern had not changed the 

arrangement with Northern and gotten the various 

changes in its obligations, which I think are reflected 

in Exhibit No. 8, which is that kind of letter 

agreement that summarizes the Northern Natura~ ~ h a : ~ ~ e s ?  

A. Right. 

Q .  If it had not had those, if it had not 

completed that negotiations with Northern, these 

various benefits that Mr. Hitchcock talked about would 
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1 

2 

6 / amount of capacity actually released is more indicative I 

understand the capacity release one, to start with. It 

appears to me that, first of all, I would measure 

3 I capacity by volumes and not by dollar amounts because 

7 1 of a possible effect of the pipeline. 

l However, multiple weather conditions, all 

I 

4 

5 

the company themselves admitted the price of released 

capscity fluctuates, can fluctuate greatly. If the 

9 

10 

l 3  1 capacity released from the prior year. 5 

kinds of things can affect the availability of released 

capacity. The exhibit itself shows that the exhibit 

11 

1 Q For a few isolated months, I believe, is the / 

itself shows after the pipeline was constructed that 

18 1 page was significantly higher? 

1 there was a decrease from - -  decrease of dollarp of 

1 A. Again, it's a dollar amount and not a volume I 

2 o  I amount. It doesn't indicate the amount of capacity 

21 1 released. 
I 

25 greater? 

2 2 

23 

24 

Q .  Okay. But do you recall Mr. Hitchcock also 

testified that for every year since this pipeline has 

been put in place the dollar amount has been 200,000 or 



A .  I heard something to that effect. I can't 

?call exact amount. 

Q - And wouldn't doing this in terms of volumes 

zceosarily give you less than the full picture because 

nu nay release it for a very small value, whereas the 

rue measure of the value is what are the total dollars 

hat you are able to get from releasing it? 

A With regard to value, you're right, but with 

egard to the pipeline creating the availability of 

.eleased capacity and the capacity is measured in 

.olumes. 

Q .  Turning to the PGA filings that Northwestern 

las made, whether it's 35 or 36 monthly filings 'hat 

lave been made by Northwestern since the time that thi 

3ntry has gone in, you have reviewed each one of those 

Eilings? 

A. Yes. 

Q. An entry of $576,000 that hzsn't appeared ir 

a prior PGA filing would not have raised a question, c 

did not raise a question in your mind where you would 

have called the company and asked them to provide 

backup data for that? 

A. It didn't in this case because it's being 

labeled as Northern Border Pipeline. It was 'my call 

that it was an interstate transportation or interstatc 



1 6--- nipeline r a t e  tariffed by the FDRC and it was not 

4 1 transaction would have been communicated by the company 
I I 

2 

3 

5 1 to t h e  s t a f f .  I 

subject to our jurisdiction. I also thought that any 

transaction like that that would be an affiliate 

/ Q .  You stated that Northwestern has 

7 traditionally filed in the last 12 months its filings I 
8 I a f t e r  the first of the month? 

A. That's correct. 

A .  Y e s .  

10 

11 

Q - Is there any - -  do you feel that there is any 

Q - Is that primarily because it's based on 

information for the prior month? 

l4 1 unnecessary delay in them getting that information to 

19 / days of every - -  n o w ,  I don't know whether it's the I 

15 

16 

20 I effective date or the file date and respond by that 

y o u ?  

A .  If I thought that I would have complained 
, 

ime 

orr 

ime 

and 

ect s 

have 

i tua 

Qu i 

absolutely 

tions that i 

te commonly 

no 

t f  

whe 

recourse to go back and 

inds after that period of 

n I find something, an 

aberration or a correction necessary in a P G R ,  just the1 
i J 



- - x . - - -  --- -- -. ---- 

15 6 

data request itself to understand the situation could r- 1 
1 well take longer than ten days to receive. 

3 / 8 .  Okay. But during this period of time you 

4 / never made any kind of a request that you wanted 
I 
1 f u . r t h e r  information from the company - -  

Q . - -  on this issue? 

6 1 A. I can't recall. 

I A. Not on this particular line item. 

I 

I (2 Do you recall - -  getting to the April 1 9 9 7  

lo 1 presentation, do you recall at all what was said with 
regard to that corporate structure slide that - -  I 

A. I recall several of the conversations. i 

Q. You don't recall specifically what 

13 

14 

15 

19 I Wr. Leyendecker said? 

Specifically, I recall Mary Lewis speaking about 

getting back into appliance repair and sales and 

insurance type policies and such as that. It had - -  

A. If I recall it correctly, he - -  kind of the 

2 1  1 whole meeting was in general - - I would define it as- a 

2 2  

2 3  

2 4  

2 5  

dog and pony show - -  but informational meeting of a 

general nature regarding the current corporate 

activities of the company. 

Q So speaking as one of the dogs or ponies tha 
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1 made a presentation at that meeting, would you 
1 

characterize it as kind of a general informational 

3 1 nerting about what the company was doing and changes it( 
I 

4 1 was making? 
A. Yes. In fact, I ' m  one of the few people in 

I 
I 

6 1 the Comrniseion that kept the entire brochure of what 
I I 

7 ' you hiive handed out, which goes through every I 
preoentatioln made, along with the book, and I have it 

here with me today. 

Q .  Are there any specific Commission rules with 

regard to PGA filings as to what format it should have 

or what should be disclosed that. you're aware of? 

A .  No, not to my knowledge. It" ,a tariff 

matter. 
-. 

MR. DIETRICH: I have nothing further. 

MS. WIEST: Commissioners? 

CHAIRMAN BURG: I have a couple. Dave, if 

you had pulled Exhibit 3 o f  Northwestern Public Servic 

or Northwestern and Exhibit A of yours for comparison 

of the two. If I looked at that right, the .major 

difference I see is you've disallowed the ent.ire $58& 

2 2  I dollar, which has now been simplified as a settlement 
2 3  / amount agreement; is that correct? 

A. That is correct. That expense, as you 

2 5  I probably understood through this conversation today, i 
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not what I would consider a direct expense of this 

pipeline and the rate that normally would come from 

operating a facility. 

CHAIRMAN BURG: I understand that, hut shoull 

the 5 8 8  be a recoverable charge? 

A. That I would have to see support for more 

than I've seen. 

CHAIRMAN BURG: If it were determined that i 

was a re'coverable charge, would the bottom line be any 

different? 

A. If there were - -  

CHAIRMAN BURG: For the company? 

A. If there were a proper purchased gas 

adjustment charge, it would be - -  it would flow throug 

the PGA. 

CHAIRMAN BURG: Right. So t h e  actual end 

result would not be that much different? 

A. That's correct. Our calculation would 

compare to the 165, 23 and the 48. 
. 

CHAIRMAN BURG: So would it be accurate to 

say the difference between the way they have - -  , y o ~ r  

exhibit only goes through recovering t h e  costiof the 
. . 

pipeline itself; is that correct? . . -  

A. That's correct. 

CHAIRMAN BURG: And their exhibit includes 
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A. That's correct. 

MS. WIEST: And why don't you think that's - 

iha t your understanding what that for 

A. My understanding is that the way the company 

las explained it, is that was a payment for other 

Iapacity obtained from Northern Natural Gas as well as 

I payment to get out of the contract restriction that 

Limited the company from getting capacity from other 

;ources other than Northern Natural Gas. That, in 

2ther words, it's a buy-out and a purchase of other 

zapacity. 

MS. WIEST: And you cannot break it down as 

to what portion of that is actually a buy-out and what 

is the payment for capacity? 

A. That hasn't - -  we haven't received that 

information yet, no. 

MS. WIEST: And then do you know what do the 

588,000 give Northern Natural that they wouldn 

got otherwise? 

A. How much? 

MS. WIEST: What do the 588,000 give 

t have 

Natural Gas that they wouldn't have gotten otherwise, 

do you know? I asked the same question. 

A. I don't know that at this time. 

MS. WIEST: And then I believe you said - -  



3.nd correct me if I'm wrong. You said that the actual 

:ontract, which I haven't read yet, provides for 62.5 

?ercent capacity to NPS; is that correct? 

A. Well, I don't have that in front of me. 

MS. W I E . S T :  But I believe you mentioned the 

5 2 . 5  percent. Was that based on an amount that was 

contained in the contract, the actual contract? 

A. I don't recall the actual contract. I recal: 

the information that the company provided stating that 

it was 62.5 percent, or 15,000 MMBtu capzcity was 

available or reserved, or you know they have dedicated 

to Northwestern Public Service. 

MS. WIEST: So that's information that staff 

was given, but then later it was represented to you 

that: they actually had access to 100 percent of that 

capacity and that's why you assigned 100 percent of 

those costs to NPS? 

A. Yeah. We understood that the - -  actually it 

could be 103 percent available given t h a t  NEC or no 

other party was accessing any of the capacity there. 

However, it is available for use by others. So it's ; 

not necessarily 100 percent available. It's available 

to the extent it's not used by MEC or other third 

parties. 

MS. WIEST: That's all I had. Any redirect? 



REDIRECT E X A N I N A T I O N  

B Y  MS. C R X M E R :  

Q . Mr. Dietrich asked you about if there was 

anything in the rules about a PGA and you said it's tht 

same as to that tariff? 

A. The rules governing each PGA for each compan: 

are spelled out in the tariff. Each PGA is calculated 

differently. The support for each PGA changes 

different with each company that comes in. So that 

makes it more detailed than others. 

MS. CREMER: Thank you. 

C H A I R M A N  B U R G :  Dave, if that remaining 32, 

38 percent capacity, which is a percentage - -  I don't 

want to dwell on it. .'But if the remaining amount - -  i 

o ~ h e r  words, the way I understand the contract is 

they're only using 6 2  percent; they have the 

availability of the hundred percent. They could call 

that up at any time that they had the need for that. 

If NEC, though, for exatvple - -  and when that 

was not being used by Northwestern, if NEC sold that 

capacity to anybody else, would they then come under a 

different type of regulation as a merchant as a 

pipeline company? 

A. That may call for a legal conclusion. But i 

would be my thought that if somebody other than - -  
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n some of the matters that have been raised as well.. 

MS. WIEST: Since we're on that subject, 
1 

et's go off 

( A  

MS 

the record. 

DISCUSSION WAS HELD OFF THE RECORD.) 

. WIEST: We'll go back on the record. The 

)riefing schedule will be NPS will file their initial 

Irief December lst, staff January 7th, and an optional 

rebuttal by NPS January 21st. And at this time we'll 

lave closing arguments. NPS. 

MR. MOLSTAD: Thank you. Thank you. It's 

2een a long day so I'll try to be short. 

I would like to summarize the Northwes'ern 

Public Service's opinion in that matter. Thank you 

very much for your tinye and consideration to everybody 

here. I know at times it may have seemed to be 

confusing as far as the transaction and other rnatcers 

but maybe 1'11 try to just summarize this as best I i 

at, you know, what's the bottom line benefit Co the 

customers, and that's the importarit aspect of t h i s ,  E 
1 

Northwestern Public Service, NEC, had a ,  
t 

i 
1 

problem that they saw that was going to affect c h e  

customers because of the Northern Natural Gas loop 

situation, lack of pressure of capacity, which was 

going to put Northwestern Public Service's customers in 
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1 1 pipeline. Because of that pipeline, the costs to t h e  1 
2 I NPS customers was reduced almost in half. 1 

Yes, there were costs incurred. 1 mean there 

1 were costs incurred, project costs of Mr. Hitchcock has I 
alluded to that came about because of this negotiated i 
agreement. Sure, you might say, yeah, we could have I 1 

7 1 gone and litigated that issue, but, you know, who I 
knows. I mean very expensive. You never know the I 
outcome. 

So what do you do is you try to do what you 

think is best for your customer. And so that was a 

solution that came up. I believe you heard 

Mr. Hitchcock testify that the project costs, but also 

I the project benefits o£ the cost of $576,000 PGA costs I 
versus over one million dollars under the original 

scenario if that were in place. 

So I think it boils down, you know, to that. 

I mean could NPS have gone to some other pipeline I 
company? Who knows. There's no testimony in the 

record that says they would have saved any money. I 

think the big issue is they did save the customers that 

amount of dollars, plus, you know, were able to get the 

capacity, at least credits which offset the PGA cost to 1 
I 

the customers, plus they also had the other benefits 

that Mr. Hitchcock alluded to. 
-- 

i 
i 



i 
So it's easy to second-guess, but like Rod 

1 
I I 

Leyendecker said - -  you heard him here. That, hey, I / 
they were out to do what they could for the customers. 1 1  

I 

m d  the deal came about in the attempt to do t h a t .  

They talk about, you know, the charges are 

jrossly unfair. There's been testimony from the 

;taff. But those grossly unfair charges that have been 

zalked about are really cost incurred for services paid 

:o Northern Natural. Those were the costs that were 

incurred by this transaction. 

As Mr. Hitchcock has laid out in his exhibit, 

those are costs. Now, that's just the costs that cane 

out of the transaction-. So they were project costs, 

and you have to look beyond what the pipeline costs. 

What did the pipeline cost? Comments were 

made that; hey, 5.5 million dollars return on a one 

million dollar investment. But also look at that whick 

is the whole thing because you've got all these other 

benefits. But more than that, what- would the costs hac 

been to the consumer if this would not have been done? 

you heard that probably would have been an extra five ' 

million dollars in costs, ten years times 576,000. 

You heard Mr. Hitchcock talk about, you know, 

the process and how this PGA went through. And there 

doesn't seem to be any rules as far as, you know, what 



ou have to do when you file your PGA. Certainly I 
orthwestern Public Service is not trying to hide I 
nything . 

Mr. Leyendecker testified at the new 

tructure and informational presentation to the 

lommission and talked about Nekota. He talked about - - /  
I 

.ou know, he would have talked about was the fact that 

lekota was there to build a pipeline. It's the only 

So certainly you don't 

:now what they said. 

But when you put that together with t h ~  fact 

:hat the PGA has been filed the way it has been, there 
-- . 

laven? been any objections, it wasn't outlined maybe 

specifically as maybe would have helped in this case. 

rhat can be done different. That's fine. We would be 

glad to work with that. But not having any specific 

guidelines to go by, Northwestern Public Service did 

what they thought was best for the customer, and that 

resulted in where we're at today. 

Again, we would state that the $576,000 is 

reasonable based upon costs, and the pipeline saved the 

customers a lot of money. We would object to the 

refund that Mr. Jacobson talked about. We don't feel 

that is excessive to begin with because of the fact we 

saved the consumers so much money in the long haul. 



B u t  c e r t a i n l y  t h e r e  w a s n ' t  a n y  i n t e n t  t c l \  Ridt 

a n y t h i n g  h u t  j u s t  t h e  o p p o s i t e .  T h e r e f o r e ,  we w o u l d  

f e e l  t h a t  e v e n  t h o u g h  t h e y  were f i l e d  maybe a d a y  o r  

t w o  a f t e r  t h e  b e g i n n i n g  o f  t h e  m o n t h  a n d  new PGA 

t a r i f f s ,  t h a t  t h e y  were n e v e r  c h a l l e n g e d ,  n e v e r  e v e n  

q u e s t i o n e d .  

A n d ,  t h e r e f o r e ,  I g u e s s  i n  summary ,  w e  f e e l  

l i k e  t h e y  a r e  j u s t i f i e d  a n d  t h a t  t h e y  s h o u l d  c o n t i n u e  

a s  t h e y  a r e  a n d  t h a t  t h e r e  s h o u l d  b e  n o  r e f u n d ,  n o  

a d j u s t m e n t  t o  t h e  PGA c o s t  a n d  f u r t h e r  PGA m o n t h l y  

f i l i n g s .  

MS. WIEST: Thank  y o u .  M s .  C r e m e r .  

MS. CREMER: , T h a n k  y o u .  T h e  i s s u e  h e r e  g o e s  

t o  t h e  r e c c v e r y  o f  c h a r g e s ,  t o  t h e  r e c o v e r y  o f  t h e  

p i p e l i n e  c h a r g e s  a n d  a l l  t h o s e  o t h e r  c o s t s  s h o u l d n ' t  b 

i n c l u d e d .  

NWPS c a n  a p o l o g i z e  f o r  n o t  b e i n g  more  

f o r t h r i g h t ,  b u t  t h e  f a c t  r e m a i n s  t h a t  n o w h e r e  i n  a n y  

PGA d o  t h e  w o r d s  N e k o t a  P i p e l i n e  a p p e a r .  I t  was  p l a c e  

i n  t h e  PGA w i t h o u t  t h e  s t a f f ' s  k n o w l e d g e  o r  C o m m i s s i o n  

a p p r o v a l ,  a n d  t h e r e f o r e  t h e r e  s h o u l d  b e  a r - f u n d  'of 

$ 1 , 2 9 7 , 0 0 0  - -  l e t  me t r y  a g a i n ,  o f  a p p r o x i m a . t e l y ,  

$ 1 , 2 9 7 , 3 8 7 .  T h a n k  y o u .  

MS. WIEST: Thank  y o u .  T h a t  w i l l  c l o s e  t h e  

h e a r i n g .  ( T H E  H E A R I N G  C O N C L U D E D  AT 4:37 P.M.) 



S T A T E  O F  S O U T H  DAKOTA ) 

C O U N T Y  O F  H U G H E S  1 

I ,  L O R I  J .  G R O D E ,  Registered Meri t  Reporter 

and Notary Public in and for the State of South 

Dakota: 

DO H E R E B Y  C E R T I F Y  that the above hearing, 

pages 1 through 169, inclusive, was recorded 

stenographically by me and reduced to typewriting. 

I F U R T H E R  C E R T I F Y  that the foregoing 

transcript of the said hearing is a true and correct 

transcript of the stenographic notes at the time and 

place specified hereinbefore. 

I F U R T H E R  C E R T I F Y  that I am not a relative 01 

employee or attorney or counsel of any of the parties, 

nor a relative or employee of such attorney or counsel, 

or financially interested directly or indirectly in 

this action. 

I N  W I T N E S S  W H E R E O F ,  I have hereunto set my 

hand and seal of office at Pierre, South Dakota, this 

27th day of October 1999. 

f-\ c ~~ 
Lori ~rohg), R ~ R ,  RPR 



Fobrunry 1, 1996 Syalom Poak Dsy Inlormalion 
Summary 01 A!I Cuolomor UasQo 
Volumos in Mh!Blu 

r NNG I 

( L O C R ~ ~ O ~  Sondoul Sendoul 

Abordoon el 
M~lcholl 61 
Brookinye @ 1 
Huron el 
t~adtson r I 
Redl~eld P 1 
Brynnl e 1 
Vdga 8 1 
DB Smol I1 
Clark 01 
McCam Foods 
Howard a 1 
Arlnglon 0 l 
Lake Proston 61 I 
Alexnndna 0 1 
FranWorl 01 
odand 01 
Conde 81 
WNow Lake 0 1 
Oldham el 
yelo ri 
SpeMer 51 
Farm TopsiM~ac. 
Hazel s 1 
Rsymcnd 01 
T u r l ~  0 1 
vmwa S 1 
Parkor I1 
Pllnslon 81 
Websler el 
M d m  # 1 

SEWDOUT AND CAPlClN SOURCE 

9.142 NWPS Cuslorner Sales 71.207 59.582 1 1.625 
6.154 3 04% Dsl. Use and Loss 2.233 1.868 
3,539 -----.- -.------ --- 
3,264 
2.500 NWPS Sendout 73.440 61 . Z M  
1.391 

49.283 49.283 

ll.j ---------- ----------- ------- -------- 
1,103 Source 01 Cnpactty: 
703 NNG Primary F i n  
572 NNG Secondary Firm 20.434 8.444 11.990 
545 NWPS Peak Shaving 3.723 3.723 
398 --- --- --- 
385 
302 Total Capacity Source 73.440 61.433 1.9~1 
288 ----- ___  --------= ==------=I 

178 
141 MWPS CUSTOMER SALES 
123 
97 Rate 84 R n  Tmfi Eider 3.265 3,265 0 
96 Rnle 88 Firm Agoncy Wes 539 539 
57 Rale 84 Overmn Tanti Sales 2.006 0 
47 Rale 88 Overrun Aqency Sales 2.077 0 
32 Rate 85 Inter. TanR SJea 2.493 0 

;:i 1 
2.4%. 

26 Rae 89 Inler. Mncy WS 5.044 0 
24 Rate 8 1182 Rrrn TanH Sates 55.770 55.779 
21 
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I JECT COSTS 

Capacrty costs from Northem Natural for firm 
trsnsportation and deferred delivery service 5588,000 

Pre-tax retum on Aberdeen pipeline 

Property taxes on Aberdeen pipeline 

Administrative costs for regulatory review, balancing. 
nominations and procurement on Northern Border $148,000 

Total Project Costs 

Cost Pipeline CiyMciW 

NorthWestem Public Service 

NorthWestem Energy S248.000 30% 6.500 30% 

Total Cost and Capamty Responsibility S82a 10O0/~ - 1 05% 21,500 

(k compared to traditional NNG capacity cost of S6.65 per MMBTU times 15,C#)0 mmbtu 
times 12 months = annual cost of Sl,197,000.) 

i IT 
! 

NPS MEC 

Remove restriction of exclusive NNG supply 

Peak day pipeline capacrty 

Reliability (pressure at Aberdeen) 

Reassignment of delivery point capacity 

Field capacity (TFF) tumback and conversion to 
market service 

Released Capacity Credits 

Ability to maintaint interuptible customers even 
on peak days. 

Yes Yes 

Yes Yes 

Yes Yes 

Yes No 

Yes No 

Yes No 

Yes Yes 



ARNEW LINE BENEFIT TO Exhibit--(TPH-5) 
NaZsRBHWESTERN UTILITY CPERAPBONS 
Additional Northern Natural Gas Firm Capacity ReSeases 

I 
Capacity Capacity Capachy 

Production Release Production Release Release 
Month Credits - Month Credits -. Benefi! 

Nov. 96 $43,486.97 

Dec. 96 $36,332.87 

Jan. 97 $28,405.72 

Feb. 97 $39,113.98 

Mar. 97 

Apr. 97 $70,254.79 

May 97 $39,260.83 

Jun. 97 $1 5,393.08 

Jul. 97 $8,752.99 

Bug. 97 $3,652.59 

Sep. 97 $1 1,452.1 0 

Oct. 97 $33,832.13 

Totals $364,797.1 3 -- 

Nov. 95 $2,042.07 $41,444.90 

Dec. 95 $4,184.72 $32,148.15 

Jan. 96 $7,897.21 $20,508.51 

Feb. 96 $5,713.38 $33,400.60 

Mar. 96 $9,136.32 $25,722.76 

Apr. 96 $7,210.71 $63,044.08 

May 96 $9,084.32 $30,176 51 

Jun. 96 $24,411.42 (39,OI 8.34) 

Jul. 96 $22,535.79 (91 3,782.80) 

Aug. 96 $1 1,038.79 ($7,386.W 

Sep. 96 $26,419.77 ($1 4,967.67) 

Oct. 96 $30,540.78 $3,291.35 

Totals - - $1 60,215.28 



STATE OF SOUTH DAKOTA 
BEFORE THE 

SOUTH DAKOTA PUBLIC UTILITIES COMMiSSlON 

STATE OF SOUTH DAKOTA ) 
1 ss 

COUNTY OF BEADLE 1 
ATTESTATION 
DOCKET NS%-015 

Thomas P. Hitchcock attests that he is Manager-Regulatory $I Pricing 

Services of Northwestern Public Service Company and that the responses, 

including supporting working papers and data, to the August 9. 1996 PUC Staff 

data request are true and correct to the best of his information, knowledge and 

belief, and reflect the books and records of Northwestern Public Ser~ice 

Company. 

Sworn and subscribed Po before me 
Wis 4 6th day of October, 1356. 

Thomas P. Hitchcudc 

Beadle County, South Dakota 

My Commission Expires: 

(SEAL) 
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StaRNo. 5 - In Section 3. Sheet 6.3, in the paragraph dealing with "Daily Balancing 
Limit" the 8th line should have the words "on a critical day" inserted after the word 
"imbalances". Also, provide a detailed explanation for the need to penalize positive 
imbalances on NWPS' system and a fbrthcr explanation of the derivation of the 
reservation and commodity charges for Daily Balancing Senice. 

Northwestern Response: Agree on word change. see revision to tarifT. There is a need 
to penalize positive imbalances on NWPS' gas system. First, too much gas coming into 
the system on a warm day can cause operational problems, almost as bad as when not 
enough gas is coming in on a cold day. Second, Northern Natural charges a variance 
charge for positive imbalances. Without a way to collect for these fiom transportation 
customers, NWPS' core customers could end up ~ 4 t h  charges from Northern that were 
not the result of any action by the LDC to cause such charges. The derivation of the 
reservation charges for Daily Balancing Service was shown on a worksheet previously 
provided Staff at the time of filing. It is attached as Exhibit A. In general, certain annual 
costs such as FDD, SMS. and peaking supply ?eservation charges were allocated to 
balancing services to derive a reservation cost. Using NNG market area capacity of 
49,283 MMBtu, the cost works out to around $0.90 per MMBtu ($0.09 per therm) per 
month. In the revised miffs. seasonally adjusted rates are proposed. rate for the six 
winter months is proposed at $0.15 per therm. and $0.03 per therm in the six surnmer 
m o c k  (April - Septenber). 

ShENo. 6 -Regarding Group Balancing Service, must all customers within a group 
choose the same method of Retention? If so please state in the tariff. 

Northwestern Response: It was our intent that d l  customers within a group choose the 
same method of fuel retention. Please see revision to tariff. 

StaENo. 7 - In Section 3. Sheet 6.7, line 10 of paragraph (iiij. the word "within" should . ' 

be replaced by the word "upon". 

Nort-rthwatem Response: Agree, see revision to tariff. 



NORTHWE ONSJES TO STAFF QUEST%ONS AND/OR 
SUGGESTE TO THE FILING FOR 'F .WFF REVISIONS, 

Staff No. 8 - Regarding the Extended Service Rider on Sheet 9 of Section 3, please 
provide cost of service justification for continuing this rate. 

Northwestern Response: 'Re only proposed change to this tariff sheet was changing the 
word 'kcf' to them. Attached as Exhibit B, is the cost of service justification for this 
service inicluded in Rod Leyendecker's testimony in the last rate case proceeding. 

StraRNo. 9 - Section 3, Sheet 9, line 7 of the 1st paragraph, change the word "its" to "a". 
Also add one sentence to the end of the first paragraph. which states, "However, in the 
case where a rehd exceeds $300,000, the Company shdl f le a refind pian before the 
Commission and the Commission shall dete~mine the method of refund." Also, add to 
the end of the second paragraph "All accrued over or under variances shall be assessed a 
carrying charge which shall be the overall rate of return allowed by the Commission in 
the Company's last general rate filing. Delete the 3rd paragraph. Also, add language to 
this page which addresses the treatment of revenucs collected from transportation 
settlements of imbalances, overlunder delivery charges for imbalances, additional charges 
collected for imbalances, transportation retention, rate 84 and 85 penalties and surcharges 
and m y  other similar revenues or costs. 

Northwestern Response: Agree, see revision to tariff. 

Staff No. 10 - Provide a sample PGA filing incorporating the effects of this filing with all 
supporting workpapers. 

Northwestern Wesponass: Please see attached Exhibit C. 

Staff No. I11 - In Section 3, Sheet 11, regarding the proposed class distribution of 
manufactured gas plant removal costs, please provide significant evidence of the threat of 
bypass by Commercial and Industrial and Transportttion customers. 

No~rthiawestem Response: Please see attached E,xhibit D, which set$ forth avoided cost 
economics for the largest bypass threats on the NWPS system in South Dakota 
Northwestern is now proposing an equal gas plant removal cost surcharge rate for all 
customers. This was made possible by the use of a pragmatic adjustment to scft other 
non-gas supply costs amongst customer classes. 



ONSGS TO STAFF QU DIOR 
SUGGESTE TO TBE FHLkNC FOR IISIONS, 

§&!IT No. 12 - In Section 5, Sheet 1, please delete the last sentence of section 4. 

Staff No,, 13 - in Section 5. Sheet la please delete the last sentence of section 4. 

Northas.eststena;iem Response: Agree. see revisions to tariff. 

Sti9E'Nca. 1-4 - In Sectinn 5. Sheet 6.2. section 7. explain in option one where these 
revenues will be credited to. 

Nodbwatcrm Response: Northwestern proposes that these revenues are credited to 
expense in the PGA true-up filing, see revision to tariff. 

Stan No. 15 - In Section 5, Sheet 6.3, section 9, explain how the order of deliveries for 
billing puqoses is implemented under all possible scenarios. Also, section 10.(bb) refers 
to the FERC priority ,pidelines. Provide this priority schedule in the tariff. 

westem Wapome: The order of deliveries for billing purposes is as set fort43 in 
the tariff. If only two services an. applicable, they are in the same priority order. In 
addition, we have added a new section on priority of service. Section 5 ,  Sheet 5.2. 

StaENo. 116 - In Section 6. Sheet 24.2. add the word "as" after the word "attached'' in the 
second line of parayaph concerning Pricing. 

Nodhwetem Response: Agree, see revision to tariff. 

Siafl No. 17 - Provide a history of the manufactured gas plant previously located in 
Huron including the dates of its operational life, who owned and/or operated it 
throughout its service life and which customers were served by its production. 

' ... 
Northwestern Response: Attached as Exhibit E. is information reldted to &e . -. 

manufactured gas plant in Huron. In general, natural gas customers were served by its 
production. The Staff asked for some removal cost breakdown. This information is also 
attached. 





P d O R M S T E R H  PUBUC SEWICE CBMPMY 

Calmlation of Market Rate for Supply Standby 
and Balandng Services 

1 Northern FDD Resenation 51.4110 12 6.936 122,470 
2 Norlhern FDD Capacity $0.3062 5 80,000 122.480 
3 NotVwm SMS Reservation f 1.7500 12 3,000 63,000 
4 3 Month Supply PeakinglSwing Service $0.1600 90 ' 15.000 216,000 
5 5 Month Supply PeakinglSwing Service $0.1 1 17 150 ' 15.0110 251.250 
6 PeakinqlSwing Commodity Premium 
7 plus Pmpane Peak Shaving Backup $0.0800 150 ' 15,000 180.000 
a 
9 

10 Totals 955,200 
11 ----------- ---------- 
12 
13 NNG Cost per Them 
14 Market m a  of NNG supply 
1 S Capad$ Market Area Standby Balanang 
16 Supply or Balancing Service Component MMBtu/Day Capacity Related Related 
17 (a) (b) (C) (d) (3) 

W h e m  $/Them W h e m  18 
4 9 
20 Northern FDD Reservation 
21 Northern FDD Capacity 
22 Northern SMS Rese~ation 
23 3 Month Supply PeakingiSwving Serdice 
24 5 Month Supply PeakinglSwing Senice 
25 PeakinglSwing Commodii Premium 
26 plus Pmpane Peak Shawing Backup 
27 
28 
29 Totals 
30 
3 1 
32 109% Load Factor Rate 





upon to provide sewice only during the few very coldest days of the year. 

A cost has to be assessed for this service so as to protect the balance of 

customers from having to bear these costs. 

A second provision is the Extended Service Rider shown on 

Exhibi t (RFL-6).  This proposed rider is to be applicable to large 

customers to help deal with competitive forces that are surely in our 

future. The rider will offer varying levels of discounts In return for 

agreeing to stay on Northwestern's system for extended terms. It is in the 

best interest of the Company, its customers, the Commission and perhaps 

all of South Dakota that these customers remain on Northwestern's 

system. 

Q. Please elaborate on the proposed rider. 

A. In today's competitive marketplace, the Company is always facing the 

potential loss of large customers. Should the Company lose one or more 

of these customers, the effect would be to increase costs for other 

customers. Utility companies around the country are working with their 

regulators to find innovative ways to recognize alld deal with competitive 

issues. Northwestern proposes to enhance its ability to retain large 

customers by means of this rider. 

Under this rider, customers with daily raquirernents of 2,000 therms or 

more would be offered service agreements with a term of at least five 

years. During the first year on a five-year cantract, customers would 

receive a discount ari the non-gas portion of their commodity rate of eight 

r n  I -. .-a A...A-...- 



percent. The following year the discount would drop to on~-half, or four 

percent, and each year thereafter would decrease the discount by one 

percentage point. Thus a customer with only one year remaining on his 

contract term would receive a discount of only one pemnt. Obviously, 

there is a significant incentive for customers to maximize the discount by 

renewing their contract each year for a full five-year term. 

It is estimated that perhaps twenty to twenty-five customers representing 

about one-third of the Company's total sales volume would be eligible for 

the Mended Service Rider. Having these large custom~rs on five-year 

contrscts significantly reduces the potential for loss due to bypass or 

alternate fuels and protects both the Company and its smaller customers 

against the adverse effects of system load losses. 

13 Q. Would you be asking other customers to subsidize these discounts to the 

14 large customers? 

15 A In this case we ask that the rates to other customers be inmased to 

offset discounts offered. W e  believe that this is justified for a number of 

reasons. Firsf, of course, is the protection given against the advme 

effeds that would result from the loss of such large arstomsr loads. . 

1.9 Another very important reason is that the smaller custsmers continue tc 

2 o be subsidized by larger customers as evidenpd by the high rates of 

2 1 return that result under the rates prop~ssd for these large customers. 

Even with the maximum discollnt offered under the rider, mtes of return 

23 would continue to be well above the system avemge. 



Q. Have ycu iricreased the rates filed with this application to rocognizer the 

affects of these discounts? 

3 A. No, we do not know how many of the eligible customers, if any, would be 

4 willing to sign the proposed extended service agreement. In today's 

5 market, a five-year term is difficult to obtain; indeed that is in itself is an 

6 indication of the value of the extended service agreement. 

We are asking the Comlnission to work with us in addressing competitive 

8 issues, and are putting this proposal out as a starting point for discussion. 

9 We believe that approval would be in the best interests of all customers. 

LO Q. Does this conclude your prepared direct testimony in this proceeding? 

11 A. Yes, it does. 
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HORTHWESTEWH PUBLIC SERMCE COMPANY 
Analysis of Largo Customer Bypass Thraal 
Avoided Cost < $0 50 per MMBIu 

Annual Dab1 
Peymenl lw 
10 Years @ 
8% In!sresl 

Estimated 
Cosl of 
Bypass 

-------- 

Annual 
Cuslomer Name MMBtu 

I______-_- 

South Dakola Soybean Processors 438,000 2,225' - NNG 

21.120'. MNG 

1.250' - NNG 

31,700' - NBPL 

17,000' - NNG 

3-M Company - Brookings 309,400 

Dakota Pork 209,615 

Heartland Grain Fuols 248,153 

Broln Enterprises 263,408 

Big Stono Chesse 2.250' - NNG 

9,180' - NNG SDSU BGiters 

McCain Foods 21,200' - NNG 

Lake Nordon Creamery 248.092 73.920' - NNG 

6 . W  - NNG 

2,250' - NbIG 

7.000' - NNG Ima Pork Packers 62.028 





.-lrl10Plh17' PERCEh'X4 GE CUrllUt4 TI FI I'E $6 SER&'IC'!:;F PRO1 'lDED - 
$3,189,775 I 65.33% 65.3396 M&B&~. Thermal absorption, some heavy equipment extras 

$901,902 18.47% 83.81% &&urEhgntxx&. Soil, Air, Water Tasting, 24 hour on site, engineering fees 

I 4.42% 
1 0 8 . 2 3 %  

1uel for thermal absorplion unit. 
- 

$215,914 I - 
$21 1,803 4.34% 92.57% i G r e v e s C o n s t c u . m  Sidewalks, pits, black dirt, etc. Various !nborlniateriaf, I-- 'Lay Sub Grade", Stabilize renovation silo, purchase, install, and remove 

bunkers 

$ i04,OOO 2.13% 921.7096 Ep611 Investigation and reporting , 

96.82% V C o r r s l i u c l &  Cornpacl, remove rubble, back fill and compact north 112 ' 
of project under Phase 11, red granjte rock 

I 

1 I 
$44,734 0.92% 97.53% Jones. Cay. Reayi Attorney fee,'insurance recovery matters I 

'̂ """I 98.42% 
I I 

& c e , ' l a n e _ s k d ~ d c ~ S 5 S M  .I. D. Concrete move holding bunkers; Pierce ih 

I 
Harris, engineering; Roth Pluinbing - nian holes , mete; pits, and cnrch basiils; 
Marvin Applianca, wood for west area; Dustcoating, remove fence. 

$24,405 0.50% 98.92%' ~ L ~ L G L L ? J L ~ ~ M O V O  soil to  G.T.P. and West Park Sub area ant1 level to 
grade, level grade west area. 

I I I -- 
$12,638 0.2696 99.18% Huron& Plug and cap 5 water wells on side Labor and n~aterial 

I 
0.25% 99.4296 $12,000 

I 
t River NLILs~;~LY Prepare and seed west area and p!ant trees (same areal, 

accordance SOUNR 

99.66% Q&g-caaSll~~~~fi~a Install first security chain link fence arot~nd site, $Markat 10 
Montana, Center l o  Market, Haul gas coinpressor to FJlitcheIl iorm Huron waking 
plant, sewerlwater work, plug lines from site. 

-- - 
$9,461 0.1996 1 99.85% a & x w  Extra non-bid work with hoavy equipmen;, 

1 personnel required by OSllA (Dakota Env. Co.), remove asbesros from house and 

i gas compressors old gas plant, gas piping removal. 

I 
$7,? 13 ~ ~ - I O C . M ) S ~ ~  M W s  F- Chain link fence and labor l o  install. west area. I I 1 

Total $4,882,216 1 1 - +-- -A 



Site preparation 

BY ROOEW LAWSEH 
OF TtlE WINSAdM 

hen Nodhwestcn~ 
Public Service Corn- 
yony oficinla begon 

l l~c i r  relim nary t n l b  n b u t  
conao I' idatirig opwetione, nn 
nppmpriato eita wati nenr tho  
top of the l id .  

They didn't hnva to look far. 
It simply n ~ n d c  t m  nruch 

scnec to riot build on pmperty it 
nlrcatly owned a t  hlerket Strcct 
und Montnnn Avenuo Soulh- 
weot. 

Still, thcrc wna n mry'or 
obslocle to overmmc, Conl tnr. 
the by rodud of u one-time 
rnnnu ! ectured gns lnnt t h ~ t  
mixcd coal and fue l' oil for ueo in 
Humn homee, had tc, be 
removed from tHa mil. 

I t  was a hornlidnhlu h s k .  
"I think it wncl dec$ded ini- 

tially that Mcrle ( h w l e ,  prcei- 
dent and chief executive olliccr) 
knew wu hnd Uio e i h  and clcct- 
ed to move forward and gc! i t  
cleaned up," said Art 12onncl1, 
vice pnoiderit of cncrgy o p r n -  
lions and tlre mnnngernen!'ei 

ly pro-nctivu ill this cnvirun- 
nientnl clennup, rulher tlrnn 
renclive," Iru wid.  

Ed i l i ~ l i l ~ w l ,  tlicn the wni- 
wny'n c h ~ c f  c~rgiricer, wns 
b n n ~ ~ l i t  in f n m  tlie Minkton 
divisicln to avcrscc the clcnnup. 

Ili ~ l i l u ~ r d  n ~ ~ r t i n u e a  lo work 
in I lumn todny, now for ~ $ 1 1 ~  

ns director of snfcty nnii envi- 
mnnicnt. 

In April 1996, hIinncsoln- 
bneed 1)ustmnling Inc., u com- 
pany ilint l~icl~recrcd yoil reniedi- 
nlion tcch~iolugy, wns Irirctf. 
Workers ~ c t  \ ~ p  huge mtnry 
kilrrs to convert nbout JG,000 
tans of soil contnnrinnted with 
con1 tar into clcnrl did.  Tlic pro- 
cess Iicntcd tho soil to nbout 
1,300 degrees. 

Once clcnncd, it wns buricd 
on tho site. mnianctcti arid cav- 
ercd with six inhrcs of dirt. 

'Tlicnt'a nothin wrong with 
t ~ i c  soil wc llut hot% into tlie 
gmund," lliglilnnd snid. 

' f ie  fivu-nront h effort, coni- 
plckd s h u t  1,nhir Dny R year 
ngu, cnught the alterition of the 
Envimrinle~rtnl Pmtcclion Agen- 
cy's Region 8 ofico, wliich 
cncompaescs n i o ~ t  stntcs in the 
wcatern part of tho country. 

Enrlier this ycnr, MVPS was 
notified i t  hnd wort sonic mvct- 
cd El'A recognition. 

"\Vc wcw btisicnlly tho only 

I' rivotcly owned utilil in 
tegiotr8 that  twciver i" that  

uward," lliglilt~ntl enid. 
I A I ~  4inru llumn residents t wnicw )cr tlw eilnrcr of hlnrkct 

Stwcl nntl Montnnn Avenue 
Soullrwcut, which hns hnd nn 
NWI'S prcscnct! for rnuclr of its 

n comniu- mrpornte history in  Ui- 
nity. 

In ttic 1920s rind '30s, the 
mrnpnny pmd\~ccd cricrgy to 
I~cnt  I I \ tn)~i Ira~ncs nnd keep gas 
lights Ilnnii~il( 11y conibining con1 
tznd rue1 oil. ' l h  bypmduct \vns 
cod tor, wl~ich cx~ntnrninntcd 
t l ~ c  dirt long nI\w the 1 9 4 0 ~ ~  
when the p n w s s  eclrtlcd in favor 
of nnlurnl gns tuld propsnc. 

'When wu \vent in them nnd 
did our prclimi~tnry investign- 
tion, there wnu sonic (coal tnr) 
in the soil n r d  in order to put 
the building tlierc - and  r~lnke 
sw-c no one wns nt  risk - wc 
dccided lo clrnn uir the  wholc 
nren, rothcr ttinn jutit take n 
portion of it," lligliland suid lust 
fall. 

'It's chcnpcr to do it nll tlinn 
to conic buck in trnolhcr 10 
ycnn," lie mid. 

The p m c s s  wns monitored 
fron~ the stltrt. As pnrt of state 
n~ les ,  nonc of tho soil wuld 
leave 11% sitc lK~nuoc,  nllhough 

mnstctd, it's atill considered n 
hnzudous su t~ tnnce .  Oficinls 
dccliticd to revenl project costs. 

Snni Ivy of cleonect soil wen? 
clwcha i' nRcr every 200 tons. An 
cstimntcd 788,000 gnllonv of 
wntcr wcrc twntecl on thc site. 

'hdny, the ncrenge s u r r o ~ ~ n d -  
in tho W P S  operations center 
is &ndscopcd with sod, trees, 
bushes nnd flowers. 

Property west of thc huilding 
hns been restored and hydro- 
scedcd for use ns pnrking Tor the 
Stirte Fnir. 

Acmss thc strcct to the 
north, NWPS' new substolion is 
nlso conipletctl, ~ i t w u n d c d  by 
decorative wnlla Ihnt niect the 
n ~ l e s  ns fnr ns height nnd niurk- 
i n p .  The nren between the 
s tmet  nnd tlrc walls hus also 
been landscn~ial. 

We'vo dcs~gncd it to 1w with- 
in code n ~ r d  still look like 11 rcnl 
conirriunity project," tliglilnnd 
said. 

Fmm his accnnd-floor ofice, 
he has  nn unobstructed view of 
the gmunds lhnt hnve so  niucli 
Huron history. IIe thinks the 
neighlmrhood will prosper in 
yenm to conic. 

'I think this aren is going to 
grow," he mid. "You look out 
here toclny, and it's really some- 
thing." 





Additionnal~ exhibits with supporti~g details for tariff changes 

Distribution Lost & Unaccounted For - Fuel Retention % 

Northwestern filed for a 3.04% Fuel Retention for transportation. PAM took 
exception to this percentage. sayink it was too high. Attached as Exhibit .4 are the 
last 2 years of actual activity on NWPS' gas system in South Dakota (1 2 months 
ending 7/3 1 ) .  The lost &: unaccounted for percentage is 3.06% and 5.25% in 1996 
and 1995, respectively. Northwestern is proposing using the actuai data to develop 
annual fuel retention percentages. 

Manufactwed Gas Plant Removal Cost Surchaxge 

Attached as Exhibit B is a new surcharge calculation using a standard $0.14MMBtu 
surcharge rate for d l  rate schedules and customer classes. Northwestern is proposing 
this alternative in settlement. wih a pragmatic adjustment to realign rates for all rate 
schedules. 

Keconcili&on of Proposed Rates 

Attached as Exhibit C is a reconciliation of new proposed rates. The key feature is 
the development of two rate options for large C&I customers. This was proposed to 
meet P&%i's concern that customers within a range of usage should pay similar 
customer charges. Two levels of customer charges are proposed. $70 and $260 per 
month. The nor,-gas commodity rate. including the gas plant cleanup surcharge, is 
$O.S5MbiBtu associated with the 1570 customer charge and S 0 . 3 5 ~ t u  
associated with the 5260 cWomer charge. 

Index Pricing for Large Sales Customers 

Xorsh\vestem proposes that large d e s  rate schedules include a market index price 
for the gas commodity eqrnal to an average of the first of month >WG Ventura and 
Demarcation indices as shown. in Inside F.E.RC. Market Report. Attached as  
E-xhibit D is a comparison of this benchmark price against actual gas conmodit?; 
cob= for &e first 8 months of 1995. As shown on the workpaper, zctual costs are 
S0.025MMEtu below the knchinzk.  PAM wanted us to show the Commission 
support for our pricing of gas to larger users. 
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Monm ) I Year 1 
(a) (b) (c) (d) (e) (1) (9) 

1 iijovmber 
2 December 
3 
4 JaPwy 
5 February 
6 March 
7 Apnl 
8 May 
9 Jsm@ 

10 July 
I T  &gust 
12 September 
13 Odober 
14 Movorn'ber 
15 l3earnber 
: 5 
17 January 
18 Febraar-j 
13 Mar& 
20 Apnl 
21 M y  
M June 
23 July 
24 A ~ q u s t  
25 September 
2'3 OOdokef 
27 Novemka 
28 Decembw 
29 
30 January 
31 Februoq 
32 March 
33 Apnl 
34 May 
35 June 
36 July 
37 August 
38 Septs:n!?er 
39 Odober 
40 November 
41 December 
42 
43 Januarj 
44 February 
45 March 
46 April 
47 May 
48 June 
49 July 
50 August 
51 September 
52 October 
53 Idovemkr 
54 Demmber 
55 

!3 2/ Return @ 9.09% and Incame Tares @ 35% Nlowed In Dodtet No. MGM-008 

H.\DATA\RAES\iWGI(ER3.W1(4 



I&atwfactu~cd Gas Rmt Rmoval  Cost Adjustment 
Rea?naliaLmn Repart-Summary 

1 January 
2 February 
3 March 
4 April 
5 May 
6 June 
7 Juty 
8 August 
9 September 

10 Odohr 
l1 Novmber 
12 December 
13  
I 4  January 
15 February 
?6 March 
17 Apnl 
18 May 
19 June 
ao ~ u t y  
24 August 
22 Septemkr 
23  Octoi39r 
2.i November 
25 December 
26  
27 January 
28 Febmry 
29 March 
30 Apnl 
31 May 
32 June 
33 July 
34 August 
35 *ptem* 
36 OdoWr 
37 November 
38 kxmnbcr 
33 
49 January 
41 February 
42 Marth 
4 3 

45 2l Return @ 9.09% and income Taxes @ 35% Allowed in Docket No. NGw8 

Page 2 of 6 
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Mam&rjrsn~~ Gas W RB.mw1 C04t AdjusSnent 
P ! ~ R  Repal- 

L Rate Nos. 81 8 82 Recovery 1 1  ! ' - - - a E ~ a t a  Nos. 

I \ m ~ i t ~ ~ ~ t i ~ n  I R 2 d  
EZX~~ 1 R;COV;~~CJ 1 I i Y e  / Thermr '7 / in Rates 1 1 Therms / 

@) (c) (d) (f) (9 1 (h) 

1 Movem- 
2Dt!Cedm 
3 
4 JV 
5 F W  
6 March 
7 
8 May 
9 Jrne 

?O J* 
1.r & - - I  
92 st?p&mw 
13 CkcWx~ 
t4 m* 
15 KhxmW 
15 
17 J==T 
18 Feb?l.rsry 
19 ?&dl 

20 P* 
21 May 
22 Jsme 
23 J* 
24 P J ~ &  
25 ~ ~ c l  

26 O C I M  
27 N w  
20 W~W 
29 
30 J a w  
31 Fefxuq 
32 
33 Aprd 
34 Nfw 
35 June 
3-53 July 
37 August 
38 September 
39 Odobef 
40 Mowrnkr 
41 December 
42 
43 January 
4 1  February 
45 March 
46 Apnl 
47 May 
48 June 
49 July 
50 August 
51 September 
52 October 
53 Novernbs 
54 D m m b e r  
55 



I Rate Noe. 81 8 82 Recovery 1 1 c;osts 

Page 4 of 6 

p- 

i At! Other Rate Nos. Recove 

( Therms  ate in Rates 
(h) 



Manufa- Gas Plant Removal -t Adjustment . . 
F&mm&bm Report-Detemimtion of Manufactured Gas Plant Removal Cost Adjustmfnt Portion of Rates 

I Rate No. and Class of Cu~tomer 1 
(a) 

NG46008 
NokGas Cost 

:b) 
5 

Allocated on 
Page 6 of 6 Thems Page 6 of 6 

Al$Otb?r Rate Nos. 1.41 0.382 126.145 25.614.030 0.00492 

Totals 10.1 S.651 371.928 75.520.737 
_I___ __-_I - I__-- _ ____-_ __ ___-- - - -  

Page 5 of 6 

M OVw Rate Nos. 
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Rate Nos. 81182 ResidentiaVSmall Commerdal 

Rate No. 84 Firm Lg. CommerdaVlndusMal 

0 0.38929 0.000QG 

407.1 14 0.2471 5 1.36366 

0 0.25715 0.00000 

68,048 Varies 1.36366 

0 Varies O.OC1300 

I Docket No. 1 

Rak Nos. 81/82 ResidmtiallSmati Comrnerciel 28,164451 19.428.'182 0 8,736,263 

Rate No. 84 Firm Lg. ComnerciaUlndusMal 2.298.253 1.279.186 555.165 463.902 

Rak No. 85 Int Lg. CommerdaVlndusLial 1,498,741 1 ,1W.253 0 308.488 

33 Rate No. 88 Agency Finn 
3.4 
35 Rare No. 89 Agency lnterqtib!e 
36 
37 
38 Totals 

















On July 2, 1996, Northwestern Public Service Company of Huron, South Dakota 
(NkVPS), filed with the Public Lltilities Commission (Commission) the following pr~posed 
tariff revisions in its natural gas rate book: 

Section No. I , 

Section No. 2, 

Section No. 3 ,  

Section No. 5, 

Section No. 6, 

26th Revised Sheet No. 1 
3rd Revised Sheet No. 2 

6th Revised Sheet No. 1 
5th Revised Sheet No. 2 

15th Revised Sheet No. 1 
1 st Revised Sheet No. 2 
6th Revised Sheet Nos. 3.1, 6.1, and 9 
2nd Revised Sheet-Nos. 3.2, 3.3, 4.2, 6.3, and 13.1 
5th Revised Sheet Nos. 4.1 and 9c 
3rd Revised Sheet Nos. 6.2, 7, and 11 
Original Sheet Nos. 6.4, 6.5, 6.6, 6.7, 6.8, 6.9, 6.10, and 6.11 
10th Revised Sheet No. 8 
121 st Revised Sheet No. 9a 
19th Revised Sheet No. 9b 
140th Revised Sheet No. I 1 a 

2nd Revised Sheet Nos. '1 and l a  
OriginalSheetNos. 5.2,6.1,6.2,6.3,6.4,6.5,6.6,6.7,6.8,7.1, 
7.2, and 7.3 

Original Sheet Nos. 22, 23, 24.1, 24.2, 24.3, 25.1, 25.2, 25.3, 
2E,27, and 28 

On :illy 10, 7 996, PAM Natural Gas, L L C  (PNG) filed a petition to intervene in this 
matter. Intervention was granted to PNG on July 17, 4 996. -Settlement was reached 
between the parties and staff of the Commission. A hearing cn whether the settlement 
should be approved was held on November 5, 1996, at which time evidence on the tariff 
revisions ao3 true-up of the final costs of the manufactured gas site remediation was 
presented. Approval was requested for implementation effective December 1,1996. 

Qlt an ad htrc meeting of November 12,1996, the Commission considered approval 
of the tariffs. 
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STATE OF SOUTH DAKOTA 
BEFORE THE 

PUBLIC UTILITIES COMMISSION 
@CT 3 9 1999 

SOUTH DAKOTA PUBUC 
UTILITIES COMMVIISSIBN 

Docket No. NG99-002 

This Settlement Agreement is made and entered into by and between NorthWestem Public 

SNie (We "Cornpang), a d'ision of No&Western Corporation, and the S:aff of the South Dakota 

Public Uriiities Cornmission ("StaW). 

1. 

On June 1, 1999, the Company filed an application with the Public Utilities Cmnrnbsi~n 
a 

(%xnmission") for an irrcrease in South Dakota rewenu@ to the Company of $2,108.1 12 or appmximtely 

6"A hs@d on the test year ending December 31,1998, as adjusted. Ths Company citc& incrleased costs 

of operation and its expanded distribution system since its last general rate.increase, filed In 4994, as the 

reasons for the proposed change in rates. 

On June 25, 1999, Phe Cornmission filed a notice of opportunity to in?.er\sene. No petitions to 

InBewene have been received by ?Re mmmission. 

ipz'~r~Jgatian. On September 24, 1999, Commission Staff filed the testimony of Wcbert G. Tovers, Dav@ 

Jambson. Ma-tin C. Bet9rrmn, Michele M. Farfis, Keith A. Senger and 5asIl L Cqxdand: Jr.. 

Commission Staff recommended an increase in Company revenue d $402,2W v.3fkd& a 

disalbwnce related to the Nekota pipeline. During and following the receipt of the data responses from 

the Company, the Staff and 'the Company engaged in numerous discusions &Pirig tc Mz aent of 



suspended by the Commission based upon the representations by the Company and the Staff that a 

subsbntial agreement concerning the settlement of the proceeding had been reached. 

The Company and the Staff agree that, if the Commission approves this Settlement Agreement 

("Agreement"), the Company will file revised rate schedules to produce an annual increase in base rate 

revenue I~wels (i-e., excluding purchased g a s  cost adjustment and sales taxes) of $1,279,025 applicable 

to r e t 2  m&ml3as service. The rewised rate schedules shall be effective for billings rendered on and 

Fsl;2er Beamber I ,  1999, pmvided there is Commission approwl of this Agreement and the revised rate 

m m .  

e K 'Rate Design 

Tlhe agred to dxmge in rates weald affect customer classes by the following percentages: 

% Increase 

3.8 

Contracts with Deviations 



The parties agree to a return on common equity of 10.25% and thatcompany's capital structure 

shall be based on its stand aione capital stnrdure rather than a consolidated capital structure. 

It is fumer agreed by the parties that the Nekota pipeline issue which was raised by Commission 

Staff has !Xefi eliminated from the base rate determination, and alternatively will be h e a d  as a Purchase 

Gas Adjustment request befare the Public Utilities Commission on October 20, and Odober 24,1999 as 

a sqxarate proceeding from the base rate determination. 

It is further agreed by the parties that the Company will provide to the Cornmission for its 

irtifmfkm, h a filing m d e  no h te r  than December 1,1999, contracts between the mrnpany and any 

se~zrate af6ikitecJ cwhlpany Phat does  business wi't'7 the Company, related to the Company's utili!y 

brz%irsess h South D&ok Such csntracts will identify the praduds and services to be provided by the 

&fikh? to t . k  Company and will provide t t  the pricing of such products and services shall b e  based 

q x m  the affirite's costs, which as& ind~cle a reasonable proyi for the affiliate. t h e  Company will 

rmhtain and, napon Commission ss Commission %?a8 request, furnish information supporting the basis of 

Phe pricing d such p ~ d u &  and sewims, whether based on costs of iabor and materials provided or 

spec5~: allocah-is d joint or m m m n  ax&. In addidion, the Company will provide to the Commission 

for its infomt:rga, in ri fi!ing made no later h n  December 1, 1999, an explanation of Northwestern . 

CosporaPion expenses or alIocations chased to the Company. Thereafter, June 3 0 ~  of each year 

(beginning June 30.2000). the will file with the Commission any new or revised contracts with 

ezch affiliate doing busi'nzss with the Company and a statement of all transactions between the 

Campy and each affiliate during the preceding calendar year, as well as any changes in the 

me%dolcqy for tha charging of any WorthWestern Corporation expenses or allocations to the Company. 

. 1. It is agreed Phat this Agreement is a negotiated dollar settlement and establishes no 

psindgies or precedent and shall not be deemed Po foreclose the Company or the Stafl or any other 

person from making aily contention in any proceeding or investigation, including the right of the Staff or 

any other interested person to seek a rate change if justified on any basis. 



2. Approvai of this Agreement by the Commission shall not in any respect constitute 

a determination by the Commission as to the merits of any allegations or contentions made in 

this proceeding. 

3. The Agreement is expressly conditioned upon the Commission's acceptance of 

all the proviiions thereof, without &nge or condition which is unacceptable to any party. 

4. Disamsions bg,tw&n h e  Canpany and the Sbff which produced this Agreement 

n conduded with the customary understanding that all offers of settlement and 

~zs ,x t ss i~s rs  rekling W e t o  are privileged and shall not be used in any manner in connection 

p W q  or ofkrwbe, except ai r e q u i d  by law. 

5. 7Hki Agreemerit induds ail t e r n  of Settlement and is submitted on the 

~x4rdidon that in !.!he everit the Comn-iission imposes any change in or condition Po this 

P g r e a e n t  is unacceptable to any party, Wis Agreement shaU be deemed \vi%dlrawn and 

shall not corstituk any part of 'the r& in this p m e d i q  or any other proceedirig or be used 

for any stker pu-e. 
7. 

6. This Agrerneni  shall be binding upon the parties hereto. and upon ' h i r  

su-o~, assigns, agents and rep~re-es~,ntatives. 

7. It is understcod that the Staff enters into this A g m m n t  fw the benefit of the 

Campany's Sauth Dakota natural gas customers affected hereby. 

8. This Agreement is entered into by and bebeerr the Company and the Staff by 

their rapedive a g m k  who represeni that they are fully authorized to do so on behalf of their 

Stat? of the SwiR Dakota NorthWestem Public Senice 
Public UtjliPies Commission a division of NorthWesten Chrpoiatiorr 

Attached to t h i s  Se~tlemene Agreement and incorporated herein are  the  attached schedule 



Line 
No. RATE STEP 

REVENUE INCREASE by RATE CODE , 

REVISED 
(0) 

Proposed 
Revenue 

20,961,369 
8,546,645 
2,269,986 
:,455,934 
1,334,781 

Exhibit - (MCB-4) 
Page 1 sf 1 

PERCENT 
INCREASE INCREASE 

(F) (0) 
Revenue Percent 

(Inc.lDec) (Inc.lDec) 

RATE 81 33,197,790 33,197,7QO 
20,189,402 

RATE 82 15,86S,880 15,889,880 8,226,240 
RATE 84 (OPTION A&B) 5,836,@20 5,638,020 2,235,830 
RATE 85 (OPTION A8B) 4,425,500 4,425,500 1,431,082 

29,121,330 2E),J21,130 1,211,082 

39 482,850 39,482,850 

TOTAL (sum or MS 1,2, e, and 7) . . 08,947,830 99,W7,850 
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CLASS OF SERVICE W P E  QF PRESENT PROPOSED PRESENT PROPOSEQ PRESENT PROPOSED REVENUE 
b RATE SCHEDULE CODE CHARGE UNIT QUANT IT lES QUAN"IIPIES. RATE% RATES REVENUES REVENUES INC./QEC. 

(A) (8)  (Q (01 (El (F) (0) (HI (1) 

Large Cornmeretalflndustrial F I m  - Rata 
Cod@ 84 (Optten A) 

ALL YHERMS Thams 

CUSTOMER CHARGE BILL 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST ADJUSTMENT 

GAS COST COPdMQOIW CHARGE 
GAS COST DEMAND CHARGE 

RELEASE CAPACiW/BAMNCING 
SURCHARGE 

SUBTOTAL 

Large Commerclalllndustri~l Firm - Rate 
Cod0 84 (Option 8) 

I 

ALL THERMS Thorms 

CUSTOMER CHARGE BILL 

AD VALOREM TAX ADJUSTMENT 
FAGP REMOVAL COST ADJU'SPMENT 

GAS COST COMMODITY CH-GE 
GAS COST OEMAMO CHARGE 

RELEASE CABACllYfi)AhBNCII\16 
SURCHARGE 

SUBTOTAL 

TOTAL 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
13 
14 
1 5 
18 
17 
18 
19 
20 

21 
22 
23 
24 

Ns~hwsstam Publle Sewlea f xhlbit __, (MCB-2) 
South Dakota - Gas Page 3 of 5 

Largs CommercialllnduslrloI in~@wuptlble - Rate 85 (Option A and 8) 
Per Staff 

CUSS OF SERVICE TYPE OF PRESENT PROPOSED PRESENT PROPOSE0 PRESENT PROPOSED REVENUE 
6 RATE SCHEDULE CODE CHARGE UNIT QUANTITIES QUAMITIES RATES RATES REVENUES REVENUES INC.IDEC. 

(8) ('3 (D) (El (F) (6) (HI (1) 

Large Comrnerclnlllndustrlal 
l n t o ~ ~ p t l b l e  - Rs@ Code 85 {Optlsn A) 

ALL THERMS Therms 3,937,730 ' 3,937,730 

CUSTOMER CHARGE BILL 1,329 1,329 

AD VALOREM TAX ADJUSTMENT 3,Q37,730 3,937,730 
MGP REMOVAL COST ADJUSTMENT 3,X57,730 3,$37,730 

GAS COST CCMMOBIFI CHARGE 3,337,930 3,937,750 
RELWSE CAPi4CIWIBALANClW 

SURCHARGE I' 3,418,180 3,416,980 
SUBTOYAL 

I 
3,933,738 3,937,730 

Largo Ccmmaffilalllnduw'rrlal 
lntarruptlblo - Rate Cdtio 05 (Option 8) 

ALL THERMS Thems 487,770 487,770 

CUSTOMER CHARGE BILL 48 48 

AD VALOREM TAX ADJUSTMENT 
MGP REMOVAL COST AljJliSTMENT 

GAS cow ccrulivleoln, CHARGE 
RELWSE CAPAClTYlf3AUNCING 

SURCHAR.GE 
SUBTOTAL 

TOTAL 



- - x 
-4 * 

"7 
2.e 
-"ti Nofi-thwestam Public Sswice Exhibit (MCB-2) 

Pege 4 of 5 
.y 
4 Transportation - Rate 87 (Gptisn A and B) 

Per $taH 

LINE CLASS OF SERVICE 'WP E GI= PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE 
NO. & RATE SCHEDULE CODE CHAROE UNIT QUAMITIES QUANTITIES RATES RATES REVENUES REVENUES INCJDEC. 

(9) (C) (0) (E) (F) (Q) (W (1) Pd 

1 f raneporistlon - Rats Code 87 (Option A) SJ 

2 
ALL 'f HERMS Therrns 1 ,329,490 I ,329,490 0.0364 0.0388 48,383 51,554 3,191 3 

4 
6 CUSTOMER CHARGE BILL 312 312 70.00 130.00 21,840 40,560 9 8,720 

6 
EXTENCED SERVICE RIDER DISCOUNT i 

0 0 0 7 
AD VALOWEM TAX ADJUST MENT ' 1,329,490 1,329,490 O . O O M  0.0064 8,509 8,509 0 8 

MGP REMOVAL COST ADJUSTMENT '1,329,480 1,329,490 0.0140 0.0140 18,613 98,693 0 9 
10 S ~ ~ T O T A ~ .  1 ,329,490 1 ,329,490 97,355 199,266 1-1 

1 

9 1 franspor?atlon - Rate Coda $7 (Option R) 
1 a 
13 ALL T HERMS PRem.s 27,Y91,640 27,791 ,640 0.0180 0.0204 500,250 566,949 66,700 

14 
9 5 CUSTOMER CHARGE BILL 576 576 260.00 330.00 149,760 190,980 40,320 
18 
17 EXTENDED SERVICE RIDER DISCOUNT (42,090) (49,322) (5,232) 

GAS COST CDNlMODln CHARGE 27,791,640 27,799,640 0.0042 0.0042 3 16,725 1 16,726 0 
5 8 

REL~S"~APACITYIBAMN~:ING 
SURCHARGE 27,'iPB"I ,640 27,791,640 0.0140 0.0140 389,083 3'39,003 0 

19 
20 SUBTOTAL 27,7Cj1,840 27,7g1 ,640 1,113,727 1,213,515 E-1 
as 
22 TOTAL 29,4r21,430 29,121,930 1 3 1  1,002 i.334.781 r-I 

- _i lIPI-z$vama-.- 



CLASS OF SERVICE ITPE OF PRESEElT PROPOSED PRESENT PROPOSED PRESENT PROPOSED REVENUE 
h R4TE SCHEDULE CODE CHARGE UNIT QUANTITIES OWAMITIES RATES RATE3 RWiNUES REVENUES INC.IOEC. 

m (C) (D) (E) 03 (W (f7 (1) (A) 

Contracts with Bavtations 

ALL T H ~ R M S  TRenns 10,400,310 40,400,310 a,0@69 0.0079 7 9,962 80,082 8,320 

1 
CUBTBR4ER CHARGE BILL 36 38 288,OO 330.00 9,380 9 1,88Q 2,520 

EXTENDED SERViGE RIDER DISCOUNT (q,qW (9,466) 0 
AD Vb,bOW@M TAX ADJUSTILSENT 10,400,318 90,400,310 8.0042 8.0042 43,661 43,881 e 

MGP REMOVAL COST AQJLISTMENT 10,496,310 10,4C6,340 Q.007 O o.ooaa 92,802 04,898 (7,904) 

TOTAL 10,400,310 90,400,39 0 198,440 199.376 -1 



LIN9 NO. PRESENf PROPOSEB 
1 CUSTOMER CMROE $4,68 $8.00 
2 FIRST 30 TXERM8 $0.2OOBO 80.20050 
3 W(CE89MERMS $0,12200 $0.12900 
4 PQA and OTHER ADJ. IQAQBYO 80.40990 

AMOUNT OF PERGEM 

23 t l8.81 $20.44 $1.03 . 8.7% JUN 
S 8 5'1 6.17 $19.37 $1.60 10.2% JUL 

913.68 315.17 $1.58 11.6% AVO 18 
$1327 $14.85 $1.68 I 1  .9% SEP : 4 

32 823.98 925.43 $1.07 7.0% OCT 
82 8 t l . 92  3.8% WQV 

118 St Sm 3.0% DEC -- 
888 $603.41 1028.41 $23.09 3.8% TOTAL 

AVERAGE MONTHLY USE 82 Thorns 



LINE NO. 
24 
22 
23 
24 
25 

CUSTOMER CHARGE 
FIRST 406 VHERMS 
NEXT 1,800 1'HERMS 
EXCESS THERMS 
PGA a d  O'lHER ADJ. 

PROPOSED 
$7,W 

$0.13080 
$0.08910 
$0.084 10 
$0,40870 

SMALL COMMERCIAL - Rats Code 82 

EO 30.89 34.03 3.34 10.88% 
100 S .68  61.08 4.18 7.39% 
200 r o w e  116.12 5.88 6.316% 
350 187.83 190.21 8.38 448% 
BOO 283.40 273.12 9.72 3.60% 
750 388.85 ' 387.82 10.97 2.84% 
1000 510.30 522.52 12.22 2.3a% 
1500 757,20 771.02 14.72 1.M% 
2000 1,004.10 1.021.32 . 17.22 1.71% 

2500 4,238.00 1,253.22 17.22 1.39% 

3,000 1,407.80 1,485.12 17.22 1.17% 

AMOUW OF PERCENT 

60 35.92 59.43 3.61 0.8% J u t  
64 32.83 38.24 3.41 10.4% AUO 
50 30.92 34.27 3.35 10.8% SEP 

41 -90 55.92 4.02 7.7% OCT 80 
141.25 t48.13 8.88 4.9% 

NOV 281 
2l!LB w 9.1 1 G% DEC 384 
$1,707 %1,783 $75.68 4.4% 

TOTAL 3,214 

AVEiVIOE MONTHLY USE 288 Thennu 



LIHB NO PRESENT PROPOSED 
30 CUSTOMER CHARGE $70.00 J80.OCI 
38 ALL TNERMS $0.03846 50.03080 
40 PGA end OTHER ADJ. 30.25040 10,25040 

LARGE COMMEUCIAh(lNDU3TWlAL FIRM RATE CODE 84 (OPTION A) 

AMOUNT OF % 
PRESENT PROPOSED I N C R U S U  INCREASE/ 

LINE NO. PRESENT PRGPOSED 
55 CUSTOMER CHARGE 82Q0.00 3280.00 
59 ALL THEWMS %O.OIOOO $0.02040 
57 PGA and OTHER ADJ. %O.P5C40 $0.25040 

AMOUNT OF PERCENT 
AVERAGE PRESEM PROPOSED INCREASO INCREASE/ 

(F) (HI (1) (J) 
JAN w a  1,870.18 I,DOI.~B 23.1 r 1.3% 
FEB 4,230 1 ,58O,94 1,592.4Q 22.55 1.4% 
MAR 4,715 1,422.18 1,443.49 21.32 1.5% 
APR 4,008 1,219.43 1,239.04 11?.82 1.8% 
MAY 2,138 603.28 '098.41 15.f3 2.2% 
JUN 392 182.53 193.47 10.04 0.0% 
JUL 1,378 18A.76 478.07 13.30 2.9% 
AUQ 737 211.46 283.23 11.77 4.2% 
SEP 658 258.59 270.19 11.58 4.5% 
OCT 1.287 439.09 452.18 9 3.00 3.0% 
NOV 2,80B 878.33 892.07 18.74 1.996 
DEC 3 & 4 x  1,085.37 1,083.70 10.33 - 1.7% 

TCTAL 33,118 $10,338 $90,338 5199.48 1.9% 

AVERAGE MONTHLY USE 1 2,760 Therme / 
I 

U R G E  COMWIERCIAUINDUSTRiAL FIRM.  RATE CODE 84 (OPTION 0) 

AMOUNT OF eh AMOUNT OF PERCENT' 
PRESENT PROPOSED INCREASE/ INCREASE/ AVERAGE PRESENT PROPOSED INCREASE/ INCREASW 

THERMS RATE RATE (DECREASE) (DECRMSE) MONTH THERMS RATE 
(A )  ( 0 )  (C) (01 ( € 1  (F) (GI (HI (1) (4 
o a a o m  280.00 ~ 0 . 9 0  7.89% JAN 70,084 19.0~5.09 19,25124 1 a a . l ~  1 .o% 

250 327.10 347.70 20.80 8.30% FEB 32,177 0,890.28 8,893.51 97.22 1.1% 
500 304.20 4 16.48 21.20 5.3896 MAR 28,048 7,597.99 7,875.29 87.31 1.1% 

1.000 828.40 650.80 22.40 4.24% APR ! 9,295 5.438,85 9,505.18 08.31 1.2% 
?,SKI 03 1 .00 937.00 18.00 2.78% MAY 12,867 3,713.40 3.784.26 50.98 1.4% 
5,000 f ,802.00 1,834.00 32.00 2.00% JlJN 5,147 32.33 2.046 1,641.43 1,673.79 
10,000 2,@44.00 2.086.60 44,OO 1.48% JUL 1,253 598.44 019.45 23.01 3.9% 
20,000 9,828.00 3,QW.M) 6B.M 1.21% A m  377 381.18 312.99 23.W 9.6% 
35,000 B,B!M.W 0,7s8.00 104 .oo 1.08% SE g l  1 477.87 ~ Q Q . B ~  21.89 4 . a ~  
5 0 . M  13,050.GY1 13,$i0.00 14O.M) 1.02% K T  3,412 28.18 2.4% 1,176.79 1,203.88 
00,000 !9,3%4.00 18,528.00 184.00 1.00% NOV 10,388 3,047.82 3.092.55 44.93 1.5% 
70.000 19,09@~.00 19,233.00 101.00 . 0.99% OEC 31,3es iildBLU 3-3 -- 95.33 - 1.1% 
7 5 . W  20,390.00 20,490.00 200.00 0.98% f OTAL 2 15,224 $69,886 $61.643 %758.54 1.2% 

7 1 AVERAGE MOtdTHLY USE o 17,935 Therms 



CLASS OF SERVICE TYPE OF PRESENT PROPOSED PRESENI' PROPOSED PRESENT 
& WTE SCHEDULE CODE CHARGE UNIT QUANTlTlES QUANTIT!ES *TES Wf E8 FIGVENUES 

(4 (8) (C) (Dl (El (F) (GI 

PROPQSED REVENUE PERCENT 
REVENUES INC.IDEC. CHANGE 

(HI (1) 

LINE 
NO. 

Largs CommarclaNlncfuefrld 
lntonupttbla - Rats Code 85 (Optlon A) 

ALL PHERMS Thorns 3,937,730 3,937,730 0,0364 Q.Q3€!8 143,333 

CUSTOMER CHARGE BILL 1,329 1,329 70.00 60.00 93,030 

AD VALOREM TAX ADJUSTMENT 3,937,730 3,937,730 0.0084 0,0054 25,201 
klGP REMOVAL COST ADJUSTMENT 3,937,730 3,837,730 0.0140 0.0940 %,I 20 

GAS COST CCMb1001N CHARGE 3,937,730 3,939,730 0.2300 0.2300 905,878 
RELEASE CAPAClTY/DALANCIW 1 

SURCHARGE 3,4<8,180 3,498,180 0.0170 0.0170 58,075 
SUBTOTAL 1 3,93?,730 3,939,730 1,280,448 

ALL TWERMS Themis 

CUSTOMER CHARGE BlLL 



LINE 
NO, 

Norlhmstem Public S s ~ l c e  
South Dakota - Qas 

f mnapaPta'tisn - Rate 89 
Rate Camparison 

Per Staff 

Exkibll__(MC84) 
Page 2 of 3 

CLASS OF SERVICE TYPE OF PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED R F E N U E  PERCENT 
8 RATE SCHEDULE CODE CHARGE UNIT QUAPdWTlES QUANTIIPIES RATES RATES REVENUES REVENUES INCJBEC. CHANGE 

(A) (0) (C) (Dl (El (FJ (el (Hl (1) 

CUSTOMER CMARQE BILL 

EXTENDED SERVICE RIDER DISCOUNT 
At7 VALOREM 'PAX ADJUSTMENT 

MQP REMOVAL COST ABJlJSfBAENT 
sueTouaL 

Transportailon  rat^ CocDrl89 (Option El) 

ALL T E R M S  Them8 

CUSTObIER CHARGE BILL 

EXTENDED SERVICE RIDER DISCOUiZ 
GAS COST COMMODITY CHARGE 
RELEASE CAf'ACIV/BALANCING 

SURCHARGE 
SUBTOTAL 

TOTAL 



LINE 
NO. 

Northwestern PuMc Ssrvlce E x h l b i t ( M C B - 4 )  
P ~ g e  3 of 3 

Contracts wHh Qevlatlons 
Wata @ompadson 

Per Sfaff 

CikSS OF SERVICE TYPE OF 
& RATE SCHEDULE CODE CHARGE UNIT 

CAI (8) 

Contneto with Davlatlons 

CUSTOMER CHARGE BILL 

EXTEflDED SERVICE RIDER DISCOUNT 
AD VALOREM T M  ADJUSTMENT 

MGP REMOVAL. COST ADJUSTMENT 

TOTAL 

PRESENT PROPOSED PRESENT PROPOSED PRESENT P~OPOSED REVENUE PERCENT 
QUANTITIES QUANTiTlES RATES WTES REVENUES REVENUES INC.IDEC. CHANGE 

(C) (0) (El (F) (6) (HI (1) 



CONFIDENTIAL 





4 Develop rnakehg  affiliates to expand 
market for energy and energy solutions 

J Optimization of o p p o ~ k s  



I ~ompetitive Intelligence I 
J Intelligence gathering and 

analysis 

Integrate intelligence into 
strategic opportunities 







L.1 Exhibit (DM-3) 
South Dakota - Gas Schduk '1 

Nk&~ta Resources Pipeline Adjustment 
Test Year Ended 12-31 -99 

Line 
No. (A) (B) 

3 Fixed charge fador 1.07% 

eksta R ~ u r ~ s '  original investment $1,185,006 

5 Senrice period (years) 2 2  

6 Leveliaed fixed chai-2e ccs? of service $149,459 
7 Propertyhxes $23,326 

8 Annual charges $172,815 

9 Allocation to IOQ.OQ% 

"1 NWPS's share! of Levelized cost $'172,815 

, 
1 I NEC's charges as filed -- 576,000 

12 Adjustment to affiliate charges 



. 
NORTHWESTERN PUBLIC SERVICE COMPANY 

33 THIRD ST SE PO BOX 131 8 

HURON, SOUTH DAKOTA 57350-1 31 8 
TELEPHONE (605) 352-841 1 

FAX (605) 353.8285 

November 4, 1996 trP,Ef',Ef YED 

Mr. William Bullard Jr.. Executrve D~rector 
South Dakota Publlc Utlllttes Comrnlssion 
State Capitol Bu~ldrng 
Pierre. South Dakota 57501 

Dear Mr. Builard: 

Enclosed herem are three (3) copies of 121 st Revised Sheet No. 9a of 
Northwestern's Gas Tar~ff 

Sheet No. 9a reflects changes in the costs oi purchased gas from the 
Company's wholesale suppl~ers. effectrve November 1 ,  1996, along with gas cost 
"true up" balances. 

The effect of Sheet No 9a for a typ~cal space heating customer using 150 
therms per month would be an increase in the cost from $72.90 to $88.41, about 
21 114% Applicatior~ of this new PGA wtll begin with b~llmgs on and after 
November 1, 1996. 

Should you have any questions regarding the above changes, please 
advise 

Stricerely, 

Jeff J. Decker 
Director-Pr~ce Analys~s 

JDllas 

Enclosures 

- , . 5% c- 



NORTEFWESIELV PUBLIC SERVICE COMPANY 
EUWON 
SB'I!THf DAKOTA 

- 
Purchased Gas Cost Adjustment 

Cumulative 
Adjustment 
JBer Therm) 

Rate No 8 1 - Residential Gas Service SO 02 182 

Rate No 82 - General Gas Service so 02 1 52 

Rate No 84 - Commercial and Industrial 

Demand Charge $(0 38925) 

Commodity Charge $0 02657 

Rate No. 85 - Commercial and Industrial 

Interruptible $0 02657 

Rate No. 88 - Firm Delivery Service 

Commitment Charge $(0.58925) 

Standby Sales Service SO 02657 

Reasow for Current Adjustinenii: 

To reflect changes in the cost of Sar as measured from the base costs of gas included in base rates 
effective November 1 5, '1 994. 

Billirlgs on and after 
November 4,1996 Effective Date: No~ernber 1,  1996 

R F. Levendecker -- 
Issued By: Vice Ppexident-M arlcct Development 
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NORTHWESTERN PUBLIC SERVICE COMPANY 
33 THIRD ST SE PO BOX 1318 

HURON, SOUTH DAKOTA 57350-1 31 8 
TELEPHONE (605) 352441 1 

FAX (G05) 353-8286 

December 3,  1996 

Mr. William Bullard Jr., Executive Director 
South Dakota Public Utilities Commission 
State Capitol Building 
Pierre, South Dakota 57501 

Dear Mr. Bullarci: 

Enclosed herein are three (3) copies of 123rd Revised Sheet No. 9a of 
Northwestern's Gas Tariff. 

Sheet No. 9a reflects changes in the costs of purchased gas from the 
Company's wholesale suppliers, effective December 1, 1996, along with gas cost 
"true up'' balances. 

The effect of Sheet No. 9a for a typical space heating custorrler using 150 
therms per month would be an increase in the cost from $88.41 to $105.26, about 
19%. Application of this new PGA will begin with billings on and after 
December 1, 1996. 

Should you have any questions regarding the above changes, please 
advise. 

Sincerely, 

Enclosures 

,Jeff J. Decker 
Director-Price Analysis 



I I 

TECHNOLOCICS. CORPORAIION CORPORAl lOH 

NORTHWESTERN 
ENCRGY 

CORPORATION 

; 

NCKOTA 
RESOURCCS. 

R l U l  DOT 
SCAVlCCS IWC c o R t r c R s r o n t  

PROPAHC 
CP. IHC 

I 
SUOSIDIARICS 

( I n r o r l m e n l  I n )  
F r o n k l l n  

I n d u l l r l o s .  Inc .  
COCPORATIPN I CORP. I 

CORHCRSIONC 
PROPAHC. 

5ALCS & SCRYICC 
CORPORAI IOH 



November 5, 1999 

Mi. Eave Jacobson 
S.D. Public Utilities Commission 
500 East Capitol Ave. 
Pierre, SD 57501 

Dear Dave: 

Enclosed are the tariff schedules reflecting the settlement base rates 
approved by the commission on November : , 1999. 

Sincerely, 

Jeff J. Decker 



. 
NORTM%VETERK PUBLIC SERVICE . Ssctian No. 2 
MURON --. 7* Revised Shwl NO. 1 
SOUTH DAKOTA Canceling 61h Revised Shmt NO. I . 

Northwestern Public Service Company ("Company") provides gas service at retail 
to the following commurrities and their immediate environs in eastern South 
Dakota. 

A berdeen 
Alexandria 
Altarnont 
Arlington 
Aurora 
Big Stone City 
Bristol 
Rrookings 
Bryant 
Cznistota 
Castlewood 
Clark 
Clear Lake 
Conde 
DeSmet 

Dimock 
Doland 
Estelline 
Ethan 
Ferney 
Frm kfor! 
Goodwin 
Groton 
Kayii W) 
Hazel 
Holrnquist 
Howard 
Huron 
Kranzburg 
Labolt 

h k e  Norden 
Lake Preston 
Madison 
Marion 
Mellctte (N) 
Menno 
Milbank 
Mitchell 
Monroe 
Mi. Vernon 
Oldham 
Olivet 
Parker 
Parkstor. 
Raymond 

Redfield 
Kevillo 
Scetland 
Spencer 

T ~ P P  
Turton 
Verdon 
Vienna 
Volga 
Warner 
Webster 
Willow Lakc 
Wolsey (N) 
Y aie 

A nap  showing communities served with gas service at retail follows thix sheet. 

Types and C8sses of Service 

1. Residential Gas Service 
2. General Gas Service 
3. Commercial and Industrial Firm Sales Service 
4. Commercial arid Industrial Intenuptible Sales Service 
5. Transportation Service, including Customer Balancing and Standby Service 

Options 

All service is furnished under the provisions of the Company's General Terns and . . . 
Conditions set forth in Section No. 5 of these tariff schedules. 

(continued) 

Dale Fied: November 5,1999 Effective Date: Decen:ber 1,1999 

Michael J.  H a ~ m  
Issued By: President & CEO 



. 
SOUTH DAKO'?;C @AS KATE SCHEDULE 

- -  , 
K O R T W W ~ T E R N  PUBLIC SERV1CE Section No. 2 
HURON ~'~-9levised S k t  No. 2 
SOUTH DAKOTA Canceling 5"' Revised Sheet No. 2 

PRELlh l lNARY STATEMENT 
(eonf ;nued)  

SERVICE MAP SHOWING TERRITORY SERVED WITH NATURAL  GAS 

Michael J. Hansom 
licwed Bv: President B CEO 

Date Filed: November 5,1999 Eflectivc Date: December 1, I999 



. 
CLASS OF SE VICE: Residential Gas Service ate No. 3 

TE DESIGNATION: Firm Sales 

I .  ApplicabiliQ 
This rate is available to domestic customers whose maximum requirements for 
natural gas are not more than 100 therms per day. The name plate input ratings of 
ali gas burning equipment shall he used to determine a customer's maximum 
requirements. based on 10 hours use per day. 

rtres~-i89s~-y 
'Ihe area xmed with naiunl :as by the Cornpmy in South Dakota. 

klinimurn Monthh Bill: 

Adiustmenr Clauses: 
a. Adjustment Clause shall apply. (Sheet Km. 9.9a 9b) 
b. Tax Adjwtrnent Clause shdl  apply. (Sheet So. 10) 
c. BTU Adjustment Clause shall appl_v. (Sheet Nos. 12. 1%) 
d. ~Manufxtured Gas Plant Removal Cost Adjustment Clause shall 

apply. (Sheet No. I I )  

4. Other Provisions 
The Standby Charge is applicable to customers usins service pursuant to this 
schedule as a backup fuel source to an alternately fueled heating system. This 
charge is not applicable where natural gas service is the prilnary heating fuel 
source. 

. 
Service will be furnished under the Company's General Terms and Conditions. 

Service on and after 
Date Filed: November 5,1998 Effective Date: December 1,1999 

Michael J. Ransom - 
Issued By: President %: CEO 



NQR'fPYWESTERN PUBLIC SERVlCE 1, Section No. 3 
HURON 3* Revised Sheet No. 2 
SOUTH DAKOTA Canceling zd Revisal Sheet No. 2 

CLA SERVICE: Generail Gas Service ate No. - 82 
HGNATHON: Firm Sales 

1. Applicability 
This rate is available to non-residential customers whose maximum requirements 
for natural gas are not more than 200 therms per day. If no historical peak day 
usage is available, the name plate input ratings of all gas burning equipment shall 
be used to determine a customer's maximum requirements. 

2. Territory 
The area served with natural gas by the Company in South Dakota. 

Rate7 
Monthly Charges: 

Customer Charge per Meter: S 7.00 
Non-Gus Cummodify Clzarge: 

First 400 therrns, per therm S 0.130; 
Next 1,600 therrns, per therm 5 0.0891 
Over 2,000 therms, per them S 0.0511 

Standby Capacity Charge - December ~lzrortgll Murclz: S 37-00 

Minimum Monthly Bill: S 7.W 

Adjustment Clauses: 
a. Adjustment Clause shall apply. (Sheet Nos. 9,9a,  9b) 
b. Tax Adjustment Clause shall apply. (Sheet No. 10) 
c. BTU Adjustment Clause shall apply. (Sheet Nos. 12, 12a) 
d. Manufactured Gas Plant Removal Cost Adjustment Clause shall 

apply. (Sheet No. 11)  

Other Provisions 
The Standby Charge is applicable to customers using service pursuant to tnis 
schedule as a backup fuel source to an alternately fueled heating system. This 
charge is not applicable where naturai gas service is the primary heatins fuel 
source. 

Service will be furnished under the Company's General Terms and Conditions. 

Service on and after 
Date Filled: November 5,1999 Effective Date: December I ,  1949 

Michael ,T. Manson 
Issued Bv: President & CEO 



- .- -. 
SOUTZI DAKO*FA.CAS KATE SCIIEDUI-I.: 

NORTHWESTERN PUBLIC SERVICE Section No. 3 
HURON . - gLb Revised Sheet No. 3.1 
SOUTH DAKOTA Canceling 7h Revised Shcet No. 3.1 

CLASS OF SERVICE: Commercial and Hndustrial Wate No, 
ESIGNATION: Firm Saks Service 

1. Applicabili tp 
This rate is available for firm g s  \olumes. on a contrxt basis. to commercial and 
industrial customers whose maunum requirements for natural gas are greater 
than 200 thems per h y .  and lvho may also require volumes of interruptible gas in  

excess of firm demand volumes for which they have contrricted. If no histonca! 
peak b y  usage is available. the name plate input ratings of all gas burning 
equipment shall fx used to determine a customer's r n ~ ~ i r n u m  requmment. 

2. Territory 
The area served with n a ~ u ~ l  gas by _vhe Cornpan!, In South Dakorr?. 

3. IWates 
Customer may choose the rate option. and Icvel of daily contract demand (never 
less than 50 therms). which best fits the customer's needs. 

Monthly Char~es: Option A Option B 
CrssBoaraer Clzarge per Meter: S 80.00 5280.00 ( 8 )  
Non-Gas G'ornmoddy Charge. all use. per them: 50.0388 40.02rW lio 
/~entand Charge pzr ihem of dally contract demand as shown un Sheet 9a. 

Gas Demand Payment Elections 
A. Annually - in advance, with 5% discount 
B. Seasonally profiled 

January & February 20% of annual charge per month 
March & December 15% of annual charge per month 
April & November 10% of annual charge per month 
May & October 5% of annual chxgc per month 
June through September 0% of annual charge per month 

C. Monthly- 12equal billings 
, 

In the absence of an appropriate election by customer Election "C" will be , - 
automatically assigned. Uriless otherwise mutually agreed upon between the 
Company and customer all elections must be for a minimum period of twelve 
can.wutive months, 

- 
Service on and after 

Date Filed: November 5,1989 Effective Date: December 1,1999 - 



. 
IVORTIIWESTEWN PUBLIC SEKVIC~'  Section No. 3 
HURON '-. 7"' Revised Sheet No. $J 
SOUTH BA KOTA Canceling 6"' Revised Sheet No. 4.1 

-1 

(CLASS OF SERVICE: Conlrnercial and Industrial Rate No. - 85 
RATE DESIGNATION: Interruptible Sales Service 

Applicability 
Gas service under this rate schedule is available on an interruptible basis to any 
customer for commercial and industrial purposes, whose maximum requirements 
for natural gas are greater than 200 thcrms per day, provided that the customer's 
premiszs are adjacent to the Company's mains and that the capability of the 
Company's system and the supply of gas available from its suppliers is in excess 
of the requirements of its existing customers. if no historical peak day usage is 
available, the name plate input ratings of all gas burning equipment shall be used 
to determine a customer's maximum requirement. 

2. Territory 
The area served with natural gas by the Company in South Dakota. 

7 
-1. Rates 

Customer may choose the rate option which best fits the customer's needs. 

Monthly Charges: Option A Option B 
Customer Charge per Meter: $ 80.00 $280.00 (I) 
Nora-Gas Coenntodity Charge, all use, per them: $0.0388 $0.0204 (11) 

Minimum Monthly Bill: 
The Customer Charge. 

rnus tment  Clauses: 
a. Adjuctment Clause shall apply. (Sheet Nos. 9 . 9 2 ~  9b) 
b. Tax Adjustment Clause shall apply. (Sheet No. 10) 
c. BTU Adjustment Clause shall apply. (Sheet Nos. 12, 123.) 
d. Manufactured Gas Plant Removal Cost Adjustment Clause shall 

apply. (Sheet No. I I )  

3. Penalty Provision 
If customer fails to comply wi!h Company's request to curtail the use of gas, then 
all unauthorized gas so used shall be "Penalty Gas" and be paid by the Customer 
at a rate which is the greater of $3.00 per therm or fhe maximum penalty charges 
permitted to be made by the Company's upstream service providers for takes of 
natural gas in addition to the regular Commodity Charge for such gas. All costs 
collected will be credited to expense in PGA true-up filings. 

Service on and after 
Date Filed: November 5.1999 EUective Date: December 1,1999 

Michael J. Haison 
Issued By: President 8.i CEO 



KQRTZIM'IESTERPi PUBLIC SERVICE --. Section No. 3 

HURON 8"' Revised Sheet No. (,.1 
SOUTH DAKOTA Canceling 9" Revised Sheet No. 6.1 

GNATION: Tram ortation Service 

1. Appliability and Character of Service 
This Transportation Service Tariff shall apply to gas purchased by Customer from 
a third-party supplier, or through an agency relationship with the Company, 
delivered to Company's system by an interstate pipeline, and received, 
transported, and delivered, on a firm basis, by Company to Customer's premises, 
when the Company and Customer have executed a Service Request Form. 

2. Availability 
This service is available to any Customer with facilities served by the Company in 
South Dakota who has Company installed telemetric equipment in place to 
monitor daily usage. Company shall have no obligation to provide gas supplies to 
customers that contract for this service without also contracting for Firm Supply 
Standby Service or other optional firm supply services that may be offered. In the 
event that a Customer seeks to purchase gas supplies from Company, such sales 
shall be at the sole discretion of Company. 

3. Ites 
Customer may choose the rare option which best fits the customer's needs. 

Monthly Charges: Option A Option B 
Customer Charge per Meter: $130.00 $330.00 (1) 
Conrmodity Charge, all use, per therm: $0.0388 $0.0204 (11) 

Frsel Reterztion, a Customer or Group Customer, if applicable, shall have 
the option to choose either an indexed based or inkind method to apply 
retention, as provided in the Gas Transportation General Terms and 
Conditions in  Sectjun Nu. 5 of this tariff. 

One-Time Charges: 
Application Charge: $50.00 with each request for service. 
Telemetering: Standad.cost of telemetry, installation and hardware, . 

including appropriate tax gross-up, shall be $2,100 . . 
per unit installed. 

Rlinimum Monthly Bill: 
The Customer Charge. 

- 
Service on and after 

Date November 5,1999 Effective Date: December 1,1999 

Michael J. Hanson 
h s u d  By: Prcsideni Qi CEO 



On June 1, 1999, NorthWestern Public Service, a division of Northwestern 
Corporation (NWPS), filed with the Public Utilities Commission (Commission) an 
application to increase natural gas rates in South Dakota. The application seeks an 
overall increase in raies in the amo~lnt of $2,108,112 or approximately 6%. The Company 
requested a change in rates to become effective for billings after July 1, 1999. 

At its regularly sctieduied meeting of June 22, 1999, the Cornmission found that 
pursuant to SDCL 49-1A-8, NWPS shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $IOQ,OC)O. The Commission further 
established an intervention deadline of July 22, 1999. Pursuant to SDCL 49-34A-14, the 
Commission suspended the operation of the schedule of rates proposed by NWPS for 90 
days beyond July 1, 1999. By Order dated September 14, 1999, the Commission furt' er 
extended the suspension through December 1, 1999. 

The Commission schecluled the matter for hearing on October 20-21, 5 999, starting 
at 9:00 A.M. GDT, on October 20, 1999, in Room 413, State Capitol, Pierre, South Dakota. 
On October 18: 1999, Commission Staff notified the Commission that NWPS and 
Commission Staff had reached a settlement agreement which increases the rates in the 
amount of $1,279,025, Staff requested that the Commission consider it on October 20, 
1999. An issue related to the PGA was separated from the rate case issues and will be 
decided at a later date. 

On October 20, 1999, the Commission convefied and considered the settlement 
agrod:'ilE!it along with the presentations of NWPS and Commission Staff and took the 
matter under advisement. On November 1, 1999, at a regularly scheduled meeting, the 
Commission approved the settlement agreement. with an effective date of December 1, 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1126. , 

and 49-348, inc!uding 1-26-1 8, 1-26-1 9, 49-348-2, 49-34A-3, 49-3444, 49-3A-6, 49-34A- 
8, 49-34A-8,49-3A-4 0,49-3%-l1,49-34A-12, 49-348-1 3, 49-348-1 3.1 , 49-38-1 4, 49- 
34A-'16, 49-34/4-17, 49-348-'19, 49-34A-19.1, 49-%A-19.2, 49-34A-20, 49-MA-21, 49- 
%A-22, and 49-348-23. It is therefore 

ORDERED, that the settlement agreement entered into between NWPS and 
Commission S M  on October 19, '1999, shall be approved and shall be incorporated by 
reference into this Decision and Order the same as if it had been setforth in its entirety 
herein. 



' &  Dated at Pierre, South Dakota, this / j  of November, . , 1999. 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 
0 



November 30, 1999 

Mr. William Bullard 
Executive Director 
SD Public Utilities Commission 
Sfate Capitol Building 
500 E Capitol Ave 
Pierre SD 57501 -5070 

We: Docket No. NG99-002 
P,ff iliate Contracts 

Dear Mr. Bullard, 

Pursuant to the settlement agreement reached in this matter, I am enclosing the following 
aff i!iate contracts: 

o Management Services Agreements between Northwestern Public Service and 
MorthWestern Services Corporation, Northwestern Energy Corporation, Norcoin Advanced 
Technologies, Inc. 

Aberdeen City-Gate Transportation Services Agreement between NorthWestern Public 
Service and FdodhWesiern Energy Corporaiion for the Nekota pipeline 

Contract to Manage Gas Supply between MorthWestern Public Service and Coast Energy 
Group 

NorthWestern Corporation Allocations to NcrthWestern Public Service 

We have included the NorthWestern Public Senrice and Coast Energy Group contract because, 
we have a minority interest in Coast Energy ~roup'sbarent compa.ny, Cornerstone Propane. 

In addition you will note that the management fee to be paid by NorihWestern Pubiic Service to 
IdorthWestern Services Corporation for the year 2000 is $1,5Q0,000 instead of the $2,500,000 
that was paid in 1999. The reason for the reduction in the management fee is that various 
services that hac! been provided by NorthWestern Services Corporation are now being done 
and paid for by NorthWestern. Services now being handled in-house and paid for by 
NorthVVestcm Public Sewice include marketing and customer service, customer associates and 
call-center management. Northwestern Public Service will incur essentially the ssme 
expenses, but the  expenses are now being incurred and paid directly by NorWVest~ri-i Public 
Seriice and no! incurred through management fees paid to Northwestern Services Corporation. 



Page two . 

I believe with the filing of these contracts, NorthWestern has complied with the settlement 
agreement. 

If you have any questions, please feel free to contact me. 

Corporate Attorney 

ss 
enclosures 
cc: Alan Dietrich 

Tom Hitchcock 
Hob Leyendecker 
Mike Hanson 



MANAGEMENT SERVICES AGREEMENT 

This MANAGEMENT SERVICES AGREEMENT ("Agreement") is made and entered this 
day of November, 1999, to be effective January 1,2000, by and between 

NORTHWESTERN PUBLIC SERVICE ("NPS), a division of Northwestern Corporation, a 
Delaware corporation, and NORTHWESTERN SERVICES CORPORATION ("NSC"), a South 
Dakota corporation, for management services related to the operations of NPS' energy related 
and other diversified operations. 

WHEREAS, NPS has a need for community relations services in connection with its 
energy and other diversified operations, including but not limited to: 

Customer Relationships, 
Community Relationships, 
Load Building, 
Energy Operations Support Services, and 

WHEREAS, NSC has the required expertise and desires to provide said services to 
NPS. 

NOW, THEREFORE, in consideration of these premises, the mutual covenants and 
agreements herein contained, and other good and vaiuable consideration, the receipt and 
sufficiency of which is hereby acknowledged, NSC and NPS do herebas/ agree as follows: 

I. SERVICES PROVIDED 

A. NSC agrees to provide, and NPS agrees to pay for, community and customer 
relations services in connection with NPS' energy and other diversified 
operations, including hut not limited to: 

Customer Relationships, 
Community Relationships, 
Load Building, 
Energy Operations Support Services. 

8. The parties agree that the abovs-mentioned services are provided for NPS's 
existing South Dakota electric and gas operations, as well as Nebraska gas 
operations. Specific processes underlying these services are as follows: 

Customer Relationship Services 1. 

a Meet with existing commercial and industrial utility customers to . 
. ._ I ,  

ensure the application of the appropriate rate, ascertain their . 
satisfaction with NPS, identify any issues affecting their choice of 
energy supplier, and obtain information on their facility plans that 
might affect energy consumption or fuel choice. 
Meet with all new businesses moving into a NPS area to ensure the 
application of the appropriate rate, ?.scertain their satisfaction with 
NPS, identify any issues affecting their choice of energy supplier, and 



obtain information on their facility plans that might affect energy 
consumption or fuel choice. 
Handle all communication and coordination with all NPS interruptible 
cl~stomers. 
Mediate a resolution for routine or lengthy customer problems 
referred to MSC by NPS. 
NSC will sponsor at least 12 events per year designed to improve 
relationships with NPS customers and others designated by NPS. 

2. Community Relationship Services 

Establish and maintain meaningful relationships with eech state 
legislator whose district encompasses an NPS operation, meeting 
periodically to explain issues oi impoflance to NPS and its customers. 

Q For communities selected by NPS, establish and maintain meaningful 
relationships with mayors, city council members, and county 
commission members, attending meetings of those governirq tmdies 
as directed by NPS or when determined appropriate by NSC to 
monitor andlor participate in discussions of important issues. 
Participate, where appropriate, in community government, chamber of 
commerce, community task force, and other community 
organizations. 

3. toad Building 

In communities designated by NPS, participate, work with, and 
support local community development corporation boards. 
Actively pursue new businesses for community development, load 
building, and job creation. 

4. NPS Support Services 

9 Customer bill review. 
e Research and field support. 

Assistance with management and board reports, strategic planning, 
new business development, acquisi'ti~ns, and expansion projects as 
requested by NPS. 

PRICING OF MANAGEMENT SERVICES PROVIDED 

A. The parties agree that the pricing of the above services shall be based pcimar~ly 
upon NSC's direct costs plus allocated overheads plus margin for e%ch contract 
year. Budgeted labor, and related benefit costs, will be al!ocated based on 
utilization of NSC employee labor profiles, updated on an annual basis. Other 
non-labor costs will be allocated to services based upon the labor distribution. 
Other non-allocated and non-budgeted costs that are attr~butable to services 
provided ro NPS under this Agreement will be billed directly to NPS. 

B. The fixed management services Fees are shown on Appendix A to this 
Agreement. 



Ill. 

C. Monthly installments for the fixed management services fees shall be due and 
payable by NPS to NSC by the 10th day of the month following the month 
service is provided. Direct charges will be billed after the month-end closing, and 
will be due at the same time the monthly installments are due. 

LIMITATION OF LIABILITY AND INDEMNlFlCATiOJ 

In performing the services hereunder (except to the extent such services are 
being performed by employees loaned :o and under the supervision of NPS), NSC will 
exercise due care to assure that the services are performed in a workmanlike manner, 
meet the standards andFpecific_ations set forth in the applicable request with respect to 
such services, and comply with ap*cable standards of law and regulation. NSC shall 
and does hereby indemnify and agree t o h e  harmless and defend NPS from the 
payment of any sum or sums of money on a c c o h  of, or resuliing from, claims or suits 
growing out of (i) injuries to or the death of any person, @),damage to or loss of any 
property andlor (iii) other damages in any wzy attributable to or arising out of the 
performance and prosecution of any project or work performed by or on behalf 05 NSC 
for others, whether or not the sarne results or allegedly results from the claimed or 
actual negligence or breach of warranty of, or breach of contract or willful conduct by, 
NSC or its employees, agents or subcontractors or any combination thereof. 

A. This Agreement shall be binding upon the successors and assigns of the Parties, 
provided that neither NSC nor NPS shall be entitled to assign or subcontract out 
any of its obligations under this Agreement or under any request issued 
hereunder without the prior written approval of the other. This Agreement may 
not be modified or amended in any respect except in writmg executed by the 
parties hereto. This Agreement shall be construed and enforced under and in 
accordance with the lac~s of the State of South Dakota (without regard to 
conflicts of law principles). No prevision of this Agreement shall be deemed 
waived nor breach of this Agreement consented to unless such waiver or 
consent is set forth in writing and executed by the party hereto making such 
waiver or consent. 

B. The provision of services by NSC pursuant to this Agreement shall be subject to 
any limitation contained in any authorizations, rules or regulations of those 
governmental agencies, if any, having jurisdiction over the parties, or such 
provision of services. 

CONFIDENTIAL INFORMATION 

A. Confidential Informa.tion shall ~nclude all market information concerning the 
businesses conducted by either NSC or NPS, and any other information 
designated as confidential by e~ther party. 

I3 . Confidential Information shall not include: 



1. lnformation lawfully known to NSC prior to the performance of such 
services other than through other work with or for NPS; or 

2. lnforrnation that is publicly disclosed through no act of NSC or any of 
NSC's employees, either prior or subsequent to NPS's disclosures of 
such information to NSC. 

C. During the term of the Agreement and thereafter, except as NPS rnay authorize 
in writing, the NSG-shall and shall cause its employees to: 

--. . . 
1. Treat and cause to be tre'aiwkas confidential all Confidential Information; 

. 
2. Grant access to Confidential lnformation only to FISC's employees 

performing services pursuant to this Agreement and NSC's supervisory 
personnel needing access to Confidential Information; 

3. Use Confidential Information only in connection with the performance of 
services pursuant lo this Agreement; 

4. Make copies of any tangible embodiment of Confidentiai Information only 
as necessary for the performance of such services; 

5 .  Remove any tangible embodiment of Confidential Inforniation from the 
premises of RIPS only with 'Ihe express permission of NPS; and 

6. Return any or all tangible embodiments of Confidential Information to 
NPS promptly fol!owing the request of PIPS, and in any event upon 
completion of work pursuant to the Agreement. 

VI. 

D. Notwithstanding the foregoing, either party may disclose Confidential lnfcrmation 
to the extent that disclosure is required by a court or other governmental agency 
of competent jurisdiction, provided that the party shall provide no!ics to the other 
of the request for such disclosure promptly upon receiving such notice. 

TERM 

The initial term of this Agreement shall be for a periocj of one (1 ) year from 
January 1, 2000 through December 31, 2000, with automatic one (1) year rollovers 
unless ninety (90) days prior written notice of intent to terminate the Agreement is 
served by either party on the other patty. 



Agreed to by the parties the 29th day of November 1999. 

NorthWestern Public Service 
a division of P1olithWeste:n Corporation 

NorthWestem Services Corporation 

By: 
President & CEO 

Attest: 



Agreed to by the parties the 29th day of November 1999. 

NorihWestem Public Service 
a division of NorthWestern Corporation 

By: 
President 8 CEO 

Attest: - _ 

North 

By: 



APPENDIX A 
MANAGEMENT SERVICES AGREEMENT 

Between 
Northwestern Public Service, a division of Northwestern Corporation and 

NorthWestern Services Corporation 

Original 
. 
1 . 

-- Monthly 
'' Annual Fee Installment 

Fees for Services - Calendar Year 2000 



MANAGEMENT SERVICES AGREEMENT 

4 This MANAGEMENT SERVICES AGREEMENT ("Agreement") is made and entered this 
a- day of November, 1999, to be effective January 1,2000, by and between 
NORTHWESTERN PUBLIC SERVICE, a division of Northwestern Corporation ("NPS"), a 
Delaware corporation, and NORTHWESTERN ENERGY CORPORATION ("NEC"), a South 
Dakota corporation for manageSnt servces related to the operations of NPS' energy related 

1 

and other diversified operations. '. 
WHEREAS, MPS has a need for management sefiices in connection with its energy 

and other diversified operations, including but not limited to: '\ 

Regulatory Services, 
Rate and Tariff Administration Services, 
Energy Procurement and Accounting Services, 
Energy Operations Support Services, and 

WHEREAS, NEC has the required expertise and desires to provide said services to 
MPS. 

NOW, THEREFORE, in consideration of these premises, the mutual covenants and 
agreements herein contained, and other good and valuabie consideration, the receipt and 
sufficiency of which is hereby acknowledged, NEC and NPS do hereby agree as foilows: 

f .  SERVICES PROVIDED 

A. MEC agrees to provide, and NPS agrees to pay for, management services in 
connection with NPS' energy and other diversified operations, inc!uding but not 
limited to: 

Regulatory Services, 
Rate and Tariff Administration Services, 
Energy Procurement and Accounting Services, 
Energy Operations Support Services. 

0. The parties agree that the above-mentioned services are provided for existing 
South Dakota electric and gas operations, as well as Nebraska gas operations. 
Specific processes underlying these services are as follows: 

1. Regulatory Services include involvement in all South Dakota and 
Nebraska natural gas and electric rate proceedings, utility return analysis, ' 

heating degree day tracking, 10-year atectric plan fiiings, EIA filings, and 
other required regulatory filings. 

2. Rate and Tarifi Administration Services include filings and accounting for 
PGA true-ups, electric fuel true-up, Btu contmt, ad valorem t2x true-ups, 
delivered cost of energy true-up, MGP cleanup cost tracker, gas lost ek 
unaccoded for tracking, VVAPA biil crediting program, FERC electric 
transmission tariff, MAPP subcommittees and other electric tariff issues. 

\ 



3. Energy Procurement and Accounting Services include gas supply 
planning, forecasting, nominations, balancing, accounting and reporting, 
including participation and monitoring of FERC regulated pipeline rate 
proceedings involving KN Interstate, Northern Natural Gas and Northern 
Border, 

4. Energy Operations Support Services include utility service billing support, 
including-electric sales for resale, gas transportation billings, and 
customer bill review, research and field support. In addition, additional 
processes include assisiawe in management and board reports, 
strategic planning, potential acquisition review, new business 
development and expansion projects, gas and electric sales and cost 
budget preparation, and administration of\~ebraska gas agency sales. 

II. PRICING OF MANAGEMENT SERVICES PROVIDED 

A. The parties agree that the pricing of the above services shall be based primarily 
upon an allocation of NEC's budgeted costs for each contract year. Budgeted 
labor, and related benefit ccsts, will be allocated based on utilization of NEC 
employee labor profiles, updated on an a.nnual basis. Other non-labor costs will 
be allocated to services based upon the labor distribution. For basis cf cost 
allocation under this Agreement, only fifty percent of NEC's budgeted short-term 
incentive compensation will be included in costs. Costs paid by NEC for outside 
regulatory costs relating to the Northern Distributor Group (South Dakota gas) 
and the annual FERC ACA charges (South Dakota electric) have not been 
included in costs to be allocated as these costs will be billed directly to NPS 
when incurred. Other non-allocated and non-budgeted costs that are attributable 
to services provided NPS under this Agreement, such as rate case related 
expenses, will be billed directly to NPS. 

8. The fixed management services fees are shown on Appendix A to this 
Agreement. 

C. Monthly installments fcr the fixed management services fees shall be due and 
payable by NPS to NEC by the 10th day of the month following the month 
service is provided. Direct charges will be billed after the month-end closing, and 
will be due at the same time the monthly iristallments are due. 

Ill. LIMITATION OF LIABILITY AND INDEMNIFICATION 

In performing the services hereunder (except to the extent such services are . 

being performed by employees loaned to and under the supervision of NPS), NEC will 
exercise due care to assure that the services are performed in a workmanlike manner, 
meet the standards and specifications set forth in the applicable request with respect to 
such sewises, and cr~mply with applicable standards of law and regulation. Each 
Company shall and does hereby indemnify and agree to save harmless and defend the 
other Company from the payment of any sum or sums of money on account of, or 
resulting from, claims or suits growing out of (i) injuries to or the death of any person, (ii) 
damage to or loss of arc property and/or (iii) ~ t h e r  damages in any way attributabie lo  or 

--. 
7 - 



arising out of the performance and prosecution of any project or work performed by or 
on behalf of the Company for others, whether or not the same results or allegedly 
results from the claimed or actual negligence or breach of warranty of, or breach of 
contract or willful conduct by, the Company or its employees, agents or subcontractors 
or any combination thereof. Further, the Company shall and does hereby indemnify and 
agree to save harmless and defend the other Company (a) from any and all liens, 
garnishments, attachments, claims, suits, costs, attorneys' fees, cost of investigation 
and of defense resultin<from,-incurred in connection with, or relating to any such 
claims, (b) from the payment of a$sl;ch5um or sums of money, and (c) from the 
payment of any penalties, fines, damages, suits or claims (and any liens or attachments 
asserted in connection therewith) arising out of (i) any alleged or actual violation of law, 
court order, or governmental agency rule or regulation committed by or existing with 
respect to the Company or its employees, agents or subcontractors (except the 
Company when not performing services hereunder), or (ii) any alleged or actual 
breaches of contract by the Company, or (iii) any claims made by or on account of any 
employee, agent or subcontrzctor (except the Company when not performing services 
hereunder or any employee or agent of the Company where such claim does not arise 
spxifiaHy in connection with the performance of services hereunder) of the other 
Company, or (iv) services or labor performed, materials, provisions or supplies furnished 
or which have been purchased or contracted for by or on behalf of the Company, its 
employees, agents or subcontractors (except the Company when not performing 
services hereunder). 

I'd. CONFIDENTIAL INFORMATlOM 

A. Confidential lnformation shall include all market information concerning the 
businesses conducted by either Company, and any other information designated 
as confidentizl by either Company. 

B . Confidential lnformation shall not include: 

1. Inf~rmation lawfully known to the Company prior to the performance of 
such services other than through other work with or for the other 
Company; or 

2. Information that is publicly disclosed through no act of the Company or 
any of the Company's employees, either prior or subsequsnt to the other 
Company's disclosures of such information to the Company. 

C. During the term of the Agreement and thereafter, except as the Company may 
authorize in writing, the other Company shall and shall cause its employees to: 

1. Treat and cause to be treated as confidential all Confidential Information; 

,-. 
L. Grant access to Confidential Information only to NEC's employees 

performing services pursuant to this Agreement and NEC's supervisory 
personnel needing access to Confidential Information; 

3. Use confidential Information only in connection with the performance of 
services pursuant i s h i s  Ayeementi 



4. Make copies of any tangible embodiment of Confidential lnformation only 
as necessary for the performance of such services; 

5. Remove any tangible embodiment of Confidential Information from the 
premisezf the other Company only with the express permission of the 
other Company; an> 

'. 

6. Return any or all tangible embodiments of Confidential lnformation to the 
other Company promptly following the request of that Company, and in 
any event upon completion of work pursuant to the Agreement. 

D. Notwithstanding the foregoing, either Company may disclose Confidential 
Information to the extent that dis~losure is required by a wurt or other 
governmental agency of competent jurisdiction, provided that that C,ompany shall 
provide notice to the other Company of the :quest for scch discfosure promptly 
upon receiving such notice. 

TERM 

The initial term of this Agreement shall be for a period of one (1) year from January I ,  
2000 through December 31, 2000, with automatic one ( I  ) year rollovers unless ninety 
(90j days prior written notice of intent to terminate the Agreement is served by either 
party on the other party. 

Agreed to by the parties the 29th day of November 1999. 

Northwestern Public Service 
a division of Northwestern Corporation 



APPENDIX A 
SERVICES AGREEMENT 

Between 
Northwestern Public Service, a division of Northwestern Corporation and 

NorthWestern Energy Corporation 

-- Original . . 
Fees for Sewices - Calendar Year 2800 ---- . 

. - , Monthiy 
Annual Fee Installment -- 

S u t h  Dakota Electric Operations 

Soartln Dakota Gas Operations 

Nebraska Gas Operations $277,493 
Less Cost Collected in Separate Gas 
Supply Mnagernent Agreement ($208,W) $ 5,721 

Total Monthly Allocated Fee 



MANAGEMENT SERVICES AGREEMENT 

This MANAGEMENT SERVICES AGREEMENT ("Agreement") is made and entered this 
day of November, 1999, to be effective January 1,2000, by and between 

NORTHWESTERN PUBLIC SERVICE ("NPS), a division of Noi-thLVestern Corporation, a 
Delaware corporation, and NBRCOM ADVANCED TECHNOLOGIES, INC. ("NorComW), a 
South Dakota corporation, for manageme~~serwices related to administrative, marketing, 
technical and other services. --. 

WHEREAS, NPS has a need for certain managerial, administrat~e, marketing, technical 
and other services, and certain resources; and 

WHEREAS, the Parties desire that NorCom provide such services and resources to 
NPS subject to the terms and conditions described herein; 

NOVd, THEREFORE, in consideration of the premises, the mutual covenants and 
agreements herein contained and other good and valuable consideration, the receipt and 
sufficiencies of which is hereby acknowledged, NorCom and NPS do hereby agree as follows: 

1. SERVICES PROVIDED 

NorCom will furnish to NPS, upon the terms and conditions hereinafter set forth 
herein, srlch services, at such times and in such manner as described in detail in the 
attached Ezthibit A. 

11. PRICING OF SERVICES PROVIDED 

The parties agree that the pricing of the services set forth on Exhibit A shall be 
as set forth in Exhibit A. 

Ill. LIMITATION OF LlABlblTY AND INDEMNlFlCATlON 

In performing the services hweunder (except to the extent such services are 
being performed by employees loaned to and under the supemision of NPS), NorCorn 
will exercise due care to assure that the services am performed in a workmanlike 
manner, meet the standards and specifications set forth in the ztpplicable request with 
respect to such services, and comply with applicable standards of !aw and regulaiion. 
Each Company shali and does hereby indemnify and agree to save harmless and 
defend the other Company from the payment of any sgm or SUiTlS of money on account 
of, or resulting from, claims or suits growing out of (i) injuries to or the death of any 
person, (ii) damage to or loss of any property andfor jiii) other damages in any way 
attributable to or arising out of the performance and prosecution of any project or work 
performed by or on behalf of the Company for others, whether or not the same results or 
allegedly results from the claimed or aclual negligence or breach of warranty of, or 
breach of contract or wiilful conduct by, the Company or its ernpioyees, agents or 
subcantractors or any sombination?hereof. 



IV. MISCELLANEOUS 

A. This Agreement shall be binding upon the successors and assigns of the Parties, 
provided that neither Company shall be entitled to assign or subcontract out any 
of its obligations under this Agreement or under any request issued hereunder 
without the prior written approval of the other Company. This Agreement may 
not be modified ommended in any respect except in writing executed by the 
parties hereto. This ~greem3nt shall be construed and enforced under and in 
accordance with the laws of the state of South Dakota (without regard to 
conflicts of law principles). No provision of'this Agreement shall be deemed 
waived nor breach of this Agreement consented to unless such waiver or 
consent is set forth in writing and executed by the party hereto making such 
waiver or consent. 

B. The provision of services by either Company pursuant to this Agreement shall be 
subject to any limitation contained in any authorizations, rules or regulations of 
those governmental agencies, if any, having jurisdiction over the Parties, or such 
provision of services. 

C. Either Company may terminate this Agreement upon thirty (30) days' prior 
written notice to the other Company. 

\I. CONFIDENTIAL INFCRMATION 

A. Confidential lnformation shall include all market information concerning the 
businesses conducted by either Company, and any other information designated 
as confidential by either Company. 

B . Confidential Inforn'sation shall not inciude: 

1. Information lawfully known to the Company prior to the performance of 
such services other than through other work with or for the other 
Company; or 

2. Information that is publicly disclosed through no act of the Company or 
any of the Company's employees, either pricr or subsequent to the other 
Company's disclosures of such information to the Company. 

C. During the term of the Agreement and thereafter, except as the Company ,may 
authorize in writing, the other Company shall and shall cause its employees to: 

4 .  Treat and cause to be treated as confidential all Confidential Information; 

2. Grant access to Confidential lnformation only to NorCom's employees 
performing services pursuant to this Agreement and NorCom's 
supervisory personnel needing access to Confidential Information; 

3. Use Confidential lnformation only in connection with the performance of 
services pursuant tofhis Agreement; 

\ 



4. Make copies of any tangible embodiment of Confidential lnformation ortly 
as necessary for the performance of such services; 

5. Remove any tangible embodiment of Confidential lnformation from the 
premises of the other Company only with the express permission of the 
other Company; and 
. 

6- Retum any or all tangible embodiments of Confidential information to the 
other Company promptly-foQwing the request of that Company, and in 
any event upon completion of work pursuant to the Agreement. 

1 

D. NoWi:hstanding the foregoing, either Company may disclose Confidential 
lnformation to the extent that disclosure is required by a court or other 
governmental agency of competent jurisdiction, provided that that Company shall 
prwide notice to the other Company of the request for such disclosure promptly 
upon receiving such notice. 

Yl. TERM 

The initial i e m  of th~s Agreement shall be for a period of one year from January 
1, 2000 to December 31, 2000, with automatic one (1 ) year rollovers unless ninety (90) 
days prior written notice of intent to terminate the Agreement is served by either party on 
the other party. 

IN WITNESS WHEREOF, the Parties have caused this Agreement to be exwided in 
their respective corporate names by their respective Presidents or one of their respective Vice 
Presidents as of the day and year first above written. 

Agreed to by the parties this 29th day of November, 1999. 

NorthW estem Public Service 



EXI-IIBIT A 
to 

Management Services Agreement 

-- 
dated November2~. 1999 
. 

Services provided by NorCo 
Public Service: \ 

a. Description of Services: 

Telephone Consulting 
@ Contract negotiation 
Q Planning 
0 Lcng distance 
o Data telemetry 
0 PBX Networking 
o Billing verification and approval 

SCADA Consulting 
a Gas system 
(B Electric system 
o MAPP data integration 

Customer Service Center Consulting 
@ Planning 
o Integration and installation 
Q Equipment selection and purchasing 

IT Consulting 
8 Planning 
o Internet access 
(2 Data (ISDN, Frame Relay, etc.) 
B) Automated meter reading 
Q Wireless Data 

Radio Services 
'a VHF voice radio services 
o FCC license maintenance 
0)  Repair and maintenance of radio equipment 
o Installation and repair of cellular equipment 
Q PVlicrowave data telemetry services 

1 



Telephone System Support (Huron, Aberdeen, Mitchell, Yankton) 
8 System administration 
Q Hardware maintenance labor 
8 Network monitoring 
tD 

SCADA System Suppo 
Q Primary Support for Gas'SCADA System 
B Secondary (Backup) Stipport f6r-Electric SCADA System 

b. Expanded and Additional Services 

Any expansion of the sen/ices identified in this agreement and any 
additional services provided under this agreement will be billed to NPS at 
a rate of 20'' per year of the additional capital ccsts required Po provide 
these expanded and additional services. 

c. Consideration: 

Radio System Fees 
Microwave and MAS Fees 
Telephone Service Mgmi. Fees 
Electric & Gas SCADA Fees 
Fiber Optic System Support Fees 
CSC Support Fees 
Tower Lease 1 Rentals 
Communications Mgrnt. Fees 
IT Support (Consulting) Fees 
Cellular Phone Management Fees 

2000 Budaet 2000 Monthly - 

23,3A 3 
20,361 
7,692 
4,525 
2,262 
2,262 
1,500 
6,333 

566 
179 

The above-described consideration represents direct ccsts associated with the 
services provided to NPS by NorCorn. In addition, any outside services that may 
be required from time to iime will be either billed directly to NPS or billed to NPS 
by NorCom if paid by NorCsm. 

Savings Split 

In addition to the  stated campensation, NorCom would receive 25% of any 
savings generated by the negotiation s~renegotiation of any contract cn the 
behalf of NPS, any savings resulting from the installzition of new lachnofogy or 
equipment, and any other savings that are received-by NPS as a direct resti!t of 



the actions of NorCorn. In the event the savings occurs due to a new or 
renegotiated contract, the savings will be based on the term of the negotiated 
contract and will be billed as a single present value payment upon execution of 
the contract. Savings occurring'iiue to the installation of new equipment, sha!l 
recognize the annualized cost associalM with installation required to realize 
savings. The term will be based on the usable life of the equipment (not to 
exceed 5 years), and be billed as a single present v?he payment at the time the 
project is operational. 



EEN CITY-GATE 

This M3ERDEN CITY-GATE SPORTATION SERVICES AGREEMENT 
("Agreement") is made and entered thi ay of November. 1999, to be effective 
December 1, 1999, by and between NORTHWESTERN ENERGY CORPORATION, a 
South Dakota corporation, herein referred to as "Seller;" and NORTHWESTERN 
PUBLIC SERVICE, a division of Northwestern Corporation;a,Delaware corporation. 
herein referred to as "Buyer." 

WHEREAS, Seller has purchased natural gas transportation capacity on the 
Warner pipeline from Nekota Resources, Inc. ("Nekota"), with such pipeline extending 
from an interconnection on the Northern Border Pipeline Company's interstate natural 
gas pipeline south of Aberdeen, South Dakota to the Aberdeen city-gate of Buyer; and 

VkrHEREAS, Buyer has the desire to continuc to have competitively priced retail 
natural gas rates in South Dakota and to obtain the services of Seller to deliver 
competitively priced upstream pipeline capacity for delivery of natural gas to Buyer's 
distribution system in Aberdeen; 

NOW, THEREFORE, in consideration of thcse premises, the mutual covenants 
and agreements herein contained, and other good and valuable consideration, the receipt 
and sufficiency of which is hereby acknowledged, Seiler and Buyer do hereby agree as 
follows: 

I. QUANTITY 

A. Seller agrees to receive from Buyer for transportation on a firm basis 
quantities of natural gas tendered by Buyer on any day at the Primary Receipt 
Point(s). and Seller agrees to transport and deliver to Buyer at the Delivery 
Point(s) up to the full capacity of the Warner pipeline in accordance with the 

"reernent. terms and conditions set forth in this A, 

B. The Firm Daily Quantity ("FDQ") shall be 15,080 Dckatherrns per day at 
the Delivery Point(s), subject to any adjustment allowed under this Agreement. 

C. Subject to and conditioned upon gas being delivered to Seller by Buyer, 
Seller will exercise due diligence and good faith to provide additional 
transportation service (i.e. a quantity of gas in excess of the FDQ) to buyer on a 
reasonabie efforts basis up to the maximum capacity available on the Warner 
pipeline at the rate set forth in Article 11. A. 

11. PRICE 
--. 

Buyer shall remit io Selier each month n Monthly Demand Charge equal to the 
h ~ g h ~ r  of 53.20 times the total FDQ or fifty-five percent (55%) of Buyer's 



weighted averaze monthly Northern Natural Gas Company TF (Market Firm) 
capacrty costs, at maximum FERC approved base ntes. The determination of the 
calcuiation of such weighted average monthly rate, to be effective December 1, 
1999, is shown on Appendix-B to this Agreement. If Buyer exceeds the IFDQ on 
any given day. the transportation ovemn Dekatherms will be billed at the then 
applicable 100% load factor demand rate for those days in which overrun volumes 

1 are transported. 

ID. DELIVERY POINTS 

The Delivery Point(s) shall be the points of interconnection between the facilities 
of the Warner pipeline of Nekota and Buyer at Buyer's town border station in 
Akrdeen, South Dakota. 

W .  TERM 

Tie  initid tern of this Agreement shall be ten (10) yem,  commencing December 
I ,  1999, and ending on November 30,2009, subject to the other provisiorls of this 
Agreement, and subject to Buyer's right to extend the Agreement for an 
additional term of ten (10) years, by giving six (6) months' notice to Seller prior 
to the end of the initial term. 

V. GENERAL TERMS AND CONDTTIONS 

The sale of transportation capacity hereunder shall be subject to the General 
Terns and Conditions attached hereto as Appendix A and made a part hereof. In 
the event of a conflict between the foregoing provisions of this Agreement and the 
provisions of Appendix A, the provisions of this Agreement shall govern. 

IN WITNESS WEEREOF. each of said parties has cawed this Agreement to be 
executed in its corporate name and attested by its officers thereto duly authorized upon 
the date written above. 

E-IVGSTEIIN ENERGY CORPORATION 

-- Attest: 
Title: 

BUYER: NORTHWESTERN PUBLIC SERVICE 
a division of NorthWestern Corporation 

By: \ 

IE: Atlest: 
Title: 



APPENDIX A 
ABERDEEN CITY-GATE TRANSPORTATION SERVICES . - AGREEMENT 

'. 
ARTICLE I -. 

DEFENITIONS 

For the purpose of this Agreement the following definitions shall apply: 

"BTU" (British Thermal Unit7') is the amount of energy required to increase 
the temperature of one (1) pound of water one (I)  degree Fahrenheit at fifty- 
nine (59) degrees Fahrenheit. 

''Con.mct Year" is a period of twelve (12) consecutive Months commencing 
and ending at 9 : O  o'clock a.m. Central Clock Time on December 1 unless 
otherwise agreed. 

"Cubic Foot of Gas" is the amount of gas necessary to Ell one cubic foot of 
space when the gas is at a temperature of sixty (60) dzgrees Fahrenheit aid 
under an absolute pressure of fourteen and seventy-three hundredths (14.73) 
pounds per square inch. 

"'Day" is a period of twenty-four (24) consecutive hours beginning m d  
endins at nine (9) o'clock am.  Central Clock Time ("CCT") or at such 
other time as Buyer and Seller may agree upon. 

"Delivery Point(s)" is the point or points designated in this Agreement 
where Seller's supply is sold and purchased hereunder and delivered to 
Buyer. Titk to and possession of Seller's sgpply passes from Seller to 
Buyer at such point(s). 

"Gas" or "Natural Gas'' is any mixture of hydrocarbcr~s or of hydrocarbons 
and non-combustible gas, in a gaseous state. consisting essentially of 
methane; or all merchantable gases that conform to the qu.a!ity 
specifications of the Transpo~ting Pipeline. 

"Total Dry Heating Value" is the number of Btus produced by complete 
combustion, at a constant pressure, of the amount of gas which would 
occupy a volume of 1 cubic foot at a temperature of 60 degrees Fahrenheit 
on a water-free basis and at a preshre of 14.73 p.s.i.a. with air of the same 
temperarure and pressure as the gas, when the products of combustio~n are 
cooled to the initial temperature of the gas and s r ,  and when the water 
formed by combustion has condensed to the liquid state. 



--- 

8. "Dekatherms" is one rnilm (1,000.0) British thermal units. 
1 

9. "Month" is a period beginning at 9:00 o'clofk a.m. Central Clock Time. or 
at such other time as the parties have agreed upoh.-on the first Day of the 
calendar Month and ending at the same time on the first Day of the next 
calendar Month. 

10. "Monthly Billing Period" is the calendar Month. 

11. "Party" is Buyer or Seller. 

12. "Parties" is Buyer or Seller. 

3 TST" is the pressure measured in pounds per square inch. 

14. "p.s.i.a." is pound per square inch absolute. 

- 7 ,  . 15. "p.s.1.g. 1s pound per square inch gauge. 

16. "Quantity*' when used to refer to a quantity of gas shall mean the Total 
E n e r a  Content. 

17. 'Total Energy Content'' is that m o u n t  determined by multipiying the total 
dry heating value by the volume of gas in cubic feet. 

15. 'Transporting Pipeline" is any pipeline providing transportation or  storage 
service prior to Buyer's distribution system. 

ARTICLE2 
WARRANTY AND 

Seller warrants. at the time of delivery. Seller's title to. m d  its rights to sell. the 
gas delivered hereunder, and warrants that such gas is free from liens. - 
encumbrances. and adverse claims. Seller apees to indemnify Buyer against any 
direct loss. damage. or expense which Buyer may sustain from n claim involving 
gx sold or delivered hereunder prior to2elivery into the Buycr's distribution 
system. Buyer agrees to indemnify SSeer against any direct loss. damage or 
expense which Seller may sustain from a claim involving gas sold or delivered 
hereilnder after delivery into the Buyer's distribution system. Neither p m y  shall 
be liable to the other for indirect. consequential, or special d.arnages related to this 
Ageernent. 



- - 
- ARTICLE 111 

T .%YES, 

Seller shall pay or cause to be paid all t u e s  lawfully levied on Seller applicable 
to the gas sold heremder p r i ~ r  to delivery into the Buyer's distribution system. 
Buyer shall pay or cause to be paid all taxes lawfully levied on Buyer applicable 
to the gas sold hereunder after delivery into the Buyer's distribution system. Absent 
Seller's receipt from Buyer of an appropriate sales tax exemption certificate, Buyer 
shall be obligated to remit to Seller. and Seller shail be entitled to collect from 
Buyer. m y  applicable state sales tax levied on the sale of gas under this Agreement. 

ARTICLE IV 
OUALITY & MEASUREMENT_ 

All gas delivered hereunder shall meet the quality specifications of the 
Transporting Pipeline and shall be measured by and in accordance with the 
measurement requirements of the Transporting Pipeline. unless the gas delivered 
by Seller hereunder was nevertheless accepted by the Transporting Pipeline and 
the gas that was actually delivered to Buyer's TBS met the written quality 
specifications set forth in the 'Transportation Pipeline's tariff. 

ARTICLE V 
TNIBALANCE PENALTIES 

The parties recognize that Buyer will be liable for any reasonable charges and 
penalties imposed by the Transporting Pipeline for imbalances or variances in 
deliveries. Seller agrees to act in good faith and with due diligence to avoid any 
such charges or penafiies, and to cooperate in a timely fashion to adjust g x  
forecms. nominations andlor deliveries as necessary to bring deliveries and receipts 
into balance to the extent that penalties rue avoided or minimized 3s much as 
possible. 

ARTICLE V3: 
BILLr'NG AWi) PAYMENT 

Seller shall use reasonable efforts io render invoices on or before the f fteenth (15th) 
Day of each Month for the Monchly Demand Chnrge applicable to the current Mpn!h. 

' 

Invoices shall also reflect any applicable adjustments from prior ~Months. When 
information necessary for billing purposes is in the control of Buyer. such 
information relating to the prior Month si~all be delivered to Seller by Buyer on or 
before the fifth ( 5 )  business Day of each Month. 



B. Buyer shall pay Seller by wire transfer to the place and account designated by 
Seller in the ~ g r e e m e s :  . . . 
1. On or before the twenty-fifth (25) sy of each Month all charges reflected 
on the invoice rendered by Seller in the current Month,pursuant to Paragraph A of 
this Article; provided, however, that payment shall never be due until ten (10) 
Days after the receipt of the Seller's invoice; and 

2.  Any adjustments or additional payments shall be paid with the next 
following month's invoice. 

C. Any invoiced amount due Seller under this Agreement not paid when due shall 
bear interest calculated at the daily equivalent of the Prime Rate plus two (2%) 
percent per annum. "Prime Rate" shall mean the per annum rate of interest for 
established commercial customers published from time to time by Norwest Bank 
South Dakota, N.A. 

D. Any payments received from Buyer shall first be applied to any accrued interest 
due. then to the principal portion of my  overdue charges, and lastly to the 
principal portion of any charges currently due. 

E. Seller and Buyer shall each have the right to examine at reasonable tines the 
books, records and charts of the other to the extent necessary to verify the 
accuracy of any statement, charge Gr computation made under or pursuant to any 
of the provisions hereof. 

ARTICLE VII 
FORCE MAJEURE 

A. The term "force majeure" shall mean acts of God; earthquakes. landslides. 
!ishtniilg, fires. storms, floods. washouts. freezing of wells or pipelines. 
explosions. rupture of lines of pipe, breakage of or accident to machinery, wells. 
galhering lines, pipelines. compressors or plants or any other interdicting, 
physical event: strikes, lockouts. or other industrial disturbarces; or wars. riots. 
civil disturbances. or insurrections; regulation or order of a governmental agency 
limiting access to %as supply; parrial or entire failure of gas supply over which 
Seller has not control: failure or inability of Trmspo~ting Pipeline(s) to mnsport 
gas; inclement weather that necessitates extnordinary measures and expense to 
u 

construct facilities andlor maintain operations; acts of governmental authorities 
having jurisdiction (including. but ncr limited to, federal. state, or municipal 
entities) which render either party unable to 1eg:rlly carry out their obligations, or 
whlch significantly impact a pmy's abllity to meet its commitments under this 
Agrcernenz, excepting any governmental x t c l  made at the request of the paiiy 



claiming force rnajeure; orLanwther cause or causes beyond reasonable control 
of the party. whether of the kind snirnmted or otherwise; provided, however. 
that none of the foregoing shall constitute an event of force majeure unless it is 
not reasonably within the control of the party claimikthe occurrence thereof. 
8either party shall be entitled to claim economic force rnajeure with respect to 
any agreed upon price for the sale or purchase of any services or supply under this 
Agreement. 

If either Seller or Buyer is rendered unable by the occumnce of an event of force 
majeure to carry out in whole or in part its obligations hereunder, the obligations 
to make demand charge payments and payments for services performed or 
supplies actually delivered, shall be suspended during the continuance and to the 
extent of any inability so caused but for no longer period, and such cause shall, so 
far as possible. be remedied with all reasocable dispatch. An event of force 
rnajeure shall not. however. relieve a party of liability in the event or its 
concurring negligence or fcx any period during which it fails to use reasonable 
diligence tc remedy the situation and remove the cause in an adequate m n e r  
and with dl reasonable dispatch: nor shall the event relieve a party of liability 
under any circumstances unless the parq gives notice and full particulars of the 
same in writing or by facsimile to the other party as soon as possible after the 
occurrence. The foregoing notwithstanding, nothing herein shall require either 
party to settle a suike against its will. 

This Agreement shall not be terminated by reason of any suspension of 
obligatioris hereunder due to the occurrence of an event of force rna-ieure. 

ARTICLE VIII 
XSSXXvlENT 

Seller may nssig, or grant a security Interest in. any or all its rights to or in 
respect of payments made or to !x made (or due or to become due) under this 
Agreement. This Ageernent may not otherwise be assigned by either pmy 
without the written consent of the other pmy. which consent shall not be 
unreasonably withheld. Each successor to Seller and Buyer shall be bound by this 
Ageernent. 

Waiver. No waiver by Buyer or Seller of anyone or more defaults by the orher in 
its performance under any provision hereof shall ope&te or be constructed as a 
waiver of any future default or defaults. whether of a like or different character. 
No delay, short of the statutory period of limitation. in assertir~g or enforcing any 
risht hereunder shall be deemed rt waiver of or limitation on such right. 



Amendment. -Any change in the provisions of this Agreement made subsequent to 
the date of executioZiereof shall . not be binding unless made by executed. written 
amendment. and no course of dealing o-r,course of performance between the 
parties, or trade usage. shall be considered in determining the meaning and intent 
of the terms and conditions stated herein. . 

Third-Pam Beneficiaries. Except as a result of an assignment permitted herein, 
this Agreement shall not give rise to any rights in any person not a signatory party 
hereto. In part~cular. no person shall be entitled to claim the status ~f a third- 
party beneficiary with respect to or on account of any provision of this 
A_ereemen t. 

Headincs. The descriptive headings for the articles and sections contained in this 
A-ereement are for convenience only and shall not be considered to affect the 
meaning or interpretation of the provisions herein. 

Notices and Communications. All notices or communications required by this 
Agreement to be given to a party in writing shaiI be addressed as follows: 

If to Buyer: 
Northwestern Public Service, a division of NorthWestern Corporation 
600 Market ST. W 
Huron. SD 57350- 1 5 0  
Attention: Executive Vice President 
Phone: (605 j 353-7502 Facsimile: (605) 353-75 19 

If to Seller 
Northwestern Energy Corporation 
33 Third Street SE 
P. 0. Box 13 18 
Huron, ST) 57350- 13 15 
Artention: Executive Vice President 
Phone: (605) 353-8235 Facsimile: (605) 353-8216 

A11 payments by Buyer and Seller shall be wire transferred ro: 

Wire transfer information for Seller: 
Nonvest Bank, Huron Office. N.X. 
ABA # 
Acct: Northwestern Energy Cmporation 
Accr # 1 SO00 15337 



Any party may change the address to which notices. communications. or 
payments are to be sent by giving the other party written notice of such change in 
the manner provided for by this section. Receipt or notices. communications or 
invoices shall be deemed effective when received if sent by U.S. mail or date 
faxed or date placed with overnight delivery service unless otherwise provided for 
in this Agreement. 

Applicable law. The parties' rights and obligations hereunder shall be 
interpreted in accordance with the laws of the State of South Dakota. except for 
any docmne or provision thereof that would direct the application of the laws of 
another srae. Any legal action under this Agreement must be brought before a 
cour~ in the State of South Dakota. 
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. APPENDIX B 
EREEEM CITY-GATE ~ ~ A W S ~ W T A Y I O N  SERVICES AGREEME 

~ e h n r e h  
NorthWestern Public Service, a division of Northwestern Corporation and 

Northwestern Energy Corporation' 

Original 

NNG Northwestern 
Maximum Public Service Months 

NNG TF Rate Schedgle Base Rate MDQ with NNG of MDQ Weighted $ 
Per Dekatherm ~ e k a t h o r m s  

Rates and MDQ Effective December 1, 1999 

TF -12 Base 

55% of Weighted 
Rate per hlDQ $3.3394 

Higher of Above 
Rate or !$3.2000 $3.3394- 

OYermn Rate (1OQ% LF) $0.1 098 
r - d M T R ~ h D C O T P L n  'ilW 





en esnfirmation. rn may, rat any time, change h e  nomi 
suR7ciertt notice ge is provided t~ obtain pipeline a w p  

d ckange. . 
ily Quantity ("MQQ") 

ss&m may, based 9 
daily basis. For 
s most etxnomical and reliable m 
M s t c m  shall noti% Coast orally a 

stem may or shall 
ancYa~ peak skav 

right at m y  time to change the nominated quantity, pro 
notics of such change pumuant to the app!icable pipe! 
applicable pipelin accepts such nomination change. 
33~39ilabk at all times to rscxive such changes from 
chmgera. The wntf%cP parson should be capable (and 
changes, rssgond t~ critial rioticos from mfis pipeline, and to 
NeRhwstern might have rsgdrding business transactions be 

6. Wort.ba@bs"hsm shall pay Coast a manarg@rnent fee of $3.82 p ~ r  MWiBtrr for total NsrfRwe$t@m 
sales thr~ughpwt, Cldiwed to N ~ ~ w B ~ ~ M ' s  Zone ARC POI Q98. Coast will pmvi& 
load fadsr di5wuH of $0.0'1 per MMBtu if Northwestern's 1 el factar for tks prier 4 
months is greater 5Q%. The load h&r will be determined by di 
daily cfelivefy wolurns of gas received by NeAhweaterrn for 12 manth 
day d~l i~st 'y  volume for the same 12 mnsecutive mon~ho immediately prior to PRs first 
manth of the ~ffec2ive date ~f the agreement. After the end of each 92 month period, the 

redetermined based an the average daily dslivsqr volume 
very vallume far that just ended 12 month p n o  
dete3rnii?@d by dividing the total annual volume% b . 

7. In addition, N~TPPlwesPem will pay Coast a share of savings' Nomwestom malizes a8 
wmpaPcsd to certain Benchmark pricing levals. Such Benchmark levels are provid@d for 

Cmhad ~n the attached Exhibits A, B and C. The savings sharing above tho 
nrhmark; wili be according to the following schedule: 



A11 swings over 
Nc rn share 50% . 







By: 

Yitla: 



plus -I% 
Swim Volumes - Veas&am BTU G 





Baaelaod Volume$ - Dems 
Index plug '1 % 
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NORTHWESTERN CORPORATION 
4TIONS TO NORTHWESTERN PUBLIC SERVICE 

Northwestern Corporation ("NOR"), of which Northwestern Public Service 
("WS") is a division, allocates its expenses and costs to NPS in the following manner: 

A portion of the salaries of the employees of NOR are allocated to NPS, based upon 
an estimate of the percentage of time spent on activities that are related solely to NPS. 
The remaining portion of the salaries is allocated to various subsidiaries of NOR. 

An amount equal to the salary allocation is also allocated by NOR to NPS to cover 
that portion of all benefit plans and other business expenses related to the work of 
such NOR employees. In other words, no other direct allocations or charging of 
expenses to NPS for the work of such NOR employees is made. 

The only other expense allocated to NPS from NOR is related to the cost of capital. 
Based on NOR's capital investment in NPS, as related to NOR's total capital 
investments, NOR allocates that percentage of its total cost of capital to NPS. This 
relates to debt and equity investments. 

No ~ t h e r  allocations are made by NOR to NPS. 
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Mr. William Bullard 
Executive Director 
SD Public Utilities Commission 
State Capitol Building 
500 E Capitol Ave 
Pierre SO 57501 -5070 

Huron, SD 57350-1 500 

Telephone: 605-352 -84 1 1 

Re: Docket No. MG99-002 
Initial Brief of Northwestern Public Service 

Dear Mr. Bullard, 

I am enclosing the original and ten copies of NorthWestem's initial brief in Docket NG99-002 for 
tiling in this matter. 

i f  you have any questions, please feel free to contact me. 

,,Ahmqrely yours, 

Corporate Attorney 

SS 

enclosures 
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Tom Hitchcock 
Rod Leyendecker 
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original and ten copies with Mr. Bullard. 

If y9u have any questions, please feel free to contact me. 

'*ell C. Molstad, Jr. 
Corporate Attorney 

\ 
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Tom Hitchcock 
Rod leyendecker 



OF THE APPLICATION OF ) DOC T NO. NG 99- 

In this Initial Brief the parties will be referred to as follows: Northwestern Public 

Service, a division of NoithWestern Corporation will be referred to as "Northwestern;" the 

' South Dakota Public Utilities Commission will be referred to as the "Commission:" and the 

Staff of h e  Commission wilt he referred to as the "Staff." Other entities that will be referred 

to in this brief include: Northwestern Energy Corporation. a wholly owned subsidiary of 

Northwestern Corporation. which will be referred to as "NEC;'' Nekota Resources, Inc., a 

wholly owned subsidiary of NEC, which will be referred to as "Nekota;" Northern Natural 

Gas Company, an unrelated interstate pipeline company, which will be referred to as "NNG:" 

Northern Border Pipeline Company, an unrelated-interstate pipeline company. will be referred 

to as "NBPE;" and Northern States Power Company, an unrelated electric and gas utility 

company, which will be referred to as "NSP." References to the transcript cf the hearing held 

on October 20. 1999, will Dr. by page number as follows: ('TR -1. Exhibits admitted at the 
, . 

hexing will be referred to by exhibit letter or nunaber as follows: (Exh -). . 



STATEMENT OF T 

On June 1. 1999. Northwestern. filed an application with the Commission for an 

increase in revenues for its South Dakota natural gas operations of $3,108,112 or 

approximately 6% based upon a test year enu~ng December 3 1, 1998, as adjusted. Following 

its review of the filing. the Staff filed its testimony and exhibits, and the parties engaged in 

setrlement discussions. Northwestern filed rebuttal testimony and exhibits on two issues, and 

the parties continued their settlement discussions. A proposed Settlement Agreement 

resolving all issues raised in the proceeding except one was presented to the Comm:ssion on 

October 20. 19%). which proposed settlement was taken under advisement by the Commission 

on ha t  date. and the revised tariff sheets were approved by the Commission in its Decision 

and Order Approving Settlement Agreement, dated November 15. 1999, in this matter. 

The issue that was the subject of the hearing and which remains to be resolved 

concerns the cotlection by Northwestern, through its adjustment clause. of the capacity 

charges related to the transportation of natural gas from a NBPL pipeline to Northwestern's 

town b rde r  sta!ion ("TBS") at Aberdeen, South Dakota. During the course of the settlement 

discussions between Staff and Northwestern, the parties determined that the issue should be 

addressed as a purchased gas adjustment clause issue, rather than as an issue in the 

determination of the base rate cost of service for NoflhWestern in this proceeding. Therefore, 

as parl of the Settlement Agreement. the parties agreed as follows: "It is further agreed by thc , 

. , 
psrties ;ha: the Nekota pipeline issue which was raised by Commission Staff has been 

- 

eliminr?tcd from the base rate determination, and aiternatlvcly will he heard as a Purchase Gas 
- 

Ad-justrncnt request ~e fo re  the Public Utilities Commission on October 29. and October 2.1, 

1 9 9  as a separate proceeding from the base rate determination." Following the Commission 



hearing on the proposed scttlcment on Ociohcr 20, 1999, a contested hearing was held 

concerning this issue. 
- - 

At the conclusion of the hearing,<briefing schedule on that issue was established. ._ -.-. 
This Initial Brief on beilaif of Northwestern is the first submission pursuant to that schedule. 

\ 

CT OF EVIDENCE 

In 1996 Northwestern had in  effect an agreement with NNG for pipeline capacity for 

its South Dakota operations, with a number of delivery points from the NNG interstate 

pipeline facilities at various TBS in eastern South Dakota, including Aberdeen. As 

Northwestern Witness Hitchcock testified at the hearing, during February 1996 Northwestern 

experienced a peak day on its South Dakota system, which indicated that existing pipeline 

capacity on NNG wouid be insufficient to meet its customers' firm needs (TR ! 5- 16; Exh 1). 

In particular, on February 1,  1999, firm customer requirements greatly exceeded firm capacity 

(Exh I). In fact, NNG advised Mr. Hitchcock that future peak day conditions codd 

potentially require curtailment of firm natural gas loads on Nortl~Westcm's system (TR 16- 

In addition to concerns about Northwestern's amount of total firm capacity on NNG 

to meet a pcak day, Northwestern was also concerned about NNG's ability to deliver the fin1 

capacity (TR 19). Pan of this problem was the Pact that the Aberdecn TBS was at the cnd'of 

the NPdG pipeline, and complicating i t  further was the use of natural gas upstream of the 

Akrdcrn TBS on the N N G  system by the NSP Pathfinder (now .Angus Anson) electric . 

.. 
generating plant. As the NSP plant necded large quantities of nal~lral gas to meet its peaking 

' 

weds, ii caiised a decrease in pipcline pressure downstream, with the worst problem affecting 

', 



service 

turbine 

to NorthWestem's Abcrdcen TBS and impacting opcratlon of NorthWcstcm's gas 

plant in Huron (TR 19). 

A further problem for NTsrthWcstcm, was tnc klct that its existing firm capacity on - . 
NNG was not aligned properly with its changing hstomcr needs, by conlmunity (TR 20). 

In order to meet these challenges, NurthWcstern and N& enccutivcs hegan 

researching feasible altemativcs and found the constructicn of a new pipeline between the 

NBPL pipeline and Northwestern's TBS at Aberdecri as the best sulction, i f  contractual 

commitments to NNG col-lld be renegotiated (TR 2 1). 

Among the commitments that NorthWestem had with NNG was the rccluirement to 

usc NNG as its exclusivc pipcline facility in South Dakota ('TR 26-27: Exh 2). Once thc 

altcmatlvr: pipeline plan had been developed, NorthWcsten and NEC executives negotiated 

with NNG for ways to solve the deliverability problem at Aberdeen; the additional capacity 

need for NorthWestem; the limitation on exclusive use of NNG to transport natural gas; the 

need to realign NorthWestem's existing capacity on NNG; and NorthWestern's desire to 

exchange field capacity, which was not marketable. for market area capacity (TR 19-29). 

During the negotiations with NorthWeslern NNG was unwiiling to change to an 

earlier irnpiemcntation date for deliverability solutions f a -  Abcrdeen and to discount its 

transportation charges sufficiently to be a workable al!cmuiive for additional firm capacity to 

the new pipeline (TR 23-25). Because of NiVG's insistcncc that NorthWcstern had a 

commitment to ?dNG for all of i ts transpatation capacity. NorthWestern formed two 

subsidiary coqjorations, NEC and Netiota, to ccrnduct rrnregulated oncrgy sales and to obvn 

alternatia.~ delivery fxi!itics, r&pectivcly (YR 29-3 1 ) .  With these additional entitles . 
--. 

providing NorthWestem with flexibility to construct the line as an entity different from 



Northwestern and potentially to markct natural gas from thc ultcrn;itive interstate p~pelinc 

(NBPL), Northwestern was able to negotiate with NNG for a solution to meet its challenges 

(TR 3 1-32). 
.. . 

NNG, Northwestern. and NEC f m e d  agreements which provided solutions to 
'. 

NonhWestern's challenges. These agreements provided: 
--. 

(a) NEC, through Nekota, could construct a pipeline facility from NBPL to 

Aberdeen to serve NorthWestern, as well as NEC, with Northwestern free 

from any claim by NNG that Northwestern was violating its obligation to 

transport gas exclusively on NNG (TW 37); 

(b) The deliverability (pressure) problem for Northwestern at Aberdeen 

would be eliminated because service would come directly from NBPL, 

through the Nekota pipeline facility, to Northwestern's Aberdeen TBS, and 

NBPL did not have the pressure problcm at the tap that NNG had in its 

service line to Aberdeen (TR 37-35); 

(c) Northwestern was allowed to realign its delivcry point capacity 

(including the Aberdeen czpacity no longer needed) to better f i t  its 

customers' needs at the various TBS on thc NNG system (TR 38); 

(d) Northwestern was able to exchange its field crqwity on NNG (which 

I 

NorthWestern had ~ssurned. as n result. of Federai Energy Regulatory 

Cnmmissicn unbundling pmceedings) to market a x a  capacity (which could 

used by Noi-thWestem or released for use by other shippers, at an 

additional value to Ncrihwestern) (TR 38-39,4243, 124, Exh 4); and 



(e) NEC would buy additional firm transportarion capacir y (NNG's TFX 

service) and additional firm storage capacity (NNG's FDD service) from 

NNG at an annual cost of $588,000 (TR 74). 

As a result of this soluiiZn, NorthWestem . received transportation charges that were 
\ 

discounted below what NNG was willing to charg_k'(IS3.30 as compared to $6.65) (TR 36); r l  

full dedication of the Nekota pipeline to its use. with NEC usingohly released or excess 

capacity on days that Northwestern does not need the capacity (and with NorthWestem only 

paying for capacity in excess of 15,OWlMMBtulday on the days its use exceeds that amount 

(TR 43-44); realigned capacity on NNG for all its South Dakota TBS (TR 38, 103-104); and 

7,000 MMBtulday additional capacity at no extra charge that was useful in exchange for 

capacity that camed little value (TR 38-39, 104). Finally, NorthWestern received additional 

capacity rclease opportunities. that averaged more than $200,000 per year, which have been 

credited to NorthWestem's cost of purchased gas through its PG.4 clause (TR 42, Exh 2). 

Northwestern included in its purchased gas adjustment fiiing in December 1996. and 

in each month's filing thereafter for a period of three years, a reference to the costs associated 

with this creative solution, labeled "NBPL - ABER-DEEN CAPAClTY," and reflecting an 

annual cost of $576,000 (TR 44-45, Exh 5). No Staff questions or Commission proceedings 

have been conducted, prior to this matter, on the costs included in Northwestern's adjustment 

clause reiated to this project (TR 52-53) either at the time that the Commission Order 

approved the adjustment initially (Exh 6) or in the adjustment filings made dwing the three- 

year pericbd tha i  foliowed. 



( I )  The charges for capacity on the Neboh pigelline ineluded by NortltBWesterra in its 
QPGA filings are just and reasonable and consistent with NorthWestem's ndjustment 

clause. 
. 

-\ 

As discussed in the Abstract of the Evidence, the construction of the Nekota pipeline 
--. 

and the other arrangements made with NNG havc been an unqualified success and to the 
'. 

\ 

advantage of Northwestern and its customers. Throigh a series of creative steps, 

NorthWestem and NEC have brought benefits of alternative pipeline construction without 

resorting to litigation or Federal regulatory delays and uncertainty. 

Staff Witness Jacobson has attempted to carve from this creative solution only the 

pipeline construction costs. and then limiting the appropriate capacity chargc to a proposed 

PZorthWestem rate of return for such pipe!ine of 8.53%. the overall rate of return of the 

Settlement Agreement execuled by the parties to the rate case in  this matter and approved by 

the Commissioi~ in this matter with regard to the propefiy of Northwestern. Even if one were 

to ignore the other costs which were rcyuired to provide the benefits which NochWestem and 

its cilstomers are enjoying, as a result of this pr~jcct, the use of Northwestern's rate of return 

for Nekota's pipeline is erroneous. In the South Dakota Supreme Court case, In the Matter of 

the Application of Montana-Dakota Utilities Company, 278 N.W.2d 189 (S.D. 19791, the 

Supreme Court rcjected a similar argument. stating that !he rate of return of a n  affiliated coal 

company shou'ld i~ot be held io the same rate of return as n public utility. The Court reasoned 

that the coal companies were not subject so the authority of the Commission, and that the - 
- 

approrriate rate otf return fur a coal company is certainly different from that of a public utility. 

The case w x  tsernanded to the Commission to determine an appropriate rate of retun 
-. 

. ccnsistent with the coal industry. . 



Similarly, here the Mekota pipeline is no[ an ~ntrastate natural gas pipeline as defined 

by SDCE 39-34A-l(9A) because Nekota only serves its parent companies NEC and 

Northwestern. NEC's charges to Northwestern, pursuant to their contract (which charges 

have been included in Northwestern's monthly PGP, filings since 1996) (TR 67-69, 1%- 1 S6), 

.. 
are appropriately subject to Co-fiirmission . scrut~ny under SDCL 49-34A- 19.2, but as detailed 

\ 

above, in addition to the charges detailed in that c h r a c t ,  NEC has incurred significant 

\ 

obligations to provide Northwestern with this frtvorable capacityhn-angement. 

In addition to failing to use the proper standard for measuring the price to be charged 

by a non-regulated affiliate company in providing products and services to a public utility, 

Staff Witness Jacobson did not consider the other benefits Northwestern and its customers 

receive from the negotiations concluded and obligations incurred to allow the benefits 

described above. Mr. Jacobson admitted that he did not consider the following benefits that 

NoflhWestern and its customers receive: 

(a) Northwestern's right to use the Aberdeen capacity elsewhere on its 

system (TR 149); 

(b) The improvemefits to allow NorthWestern to meet its peak day 

capacity JTR 139- 150); 

(c) The eiimination of the pressure problem at Aberdeer: (TR 150); 

(d) The ability of Northwestern to reassign its delivery point capacity 

thr~ughotit its system on NNG, and the ability to avoid point-to-point 

penaiey charges (TK i50): 

(e) The exchange for essentially valuelcss field capacity for valuable 

market area capacity (TR 150); aiid 



(f) The ability to increase margins for Northwestern by having increased 

potential sales to interruptible customers ihrough capacity in~provements 

(TR 151). 

Staff Witness Jacobson even testified that he was "highly in  support of'somc of the 

above benefits. In summary, Staff failed to consider the whole picture of the arrangement that -- 
. . 

was necessary in order for Northwestern to enjoy @e significant and long-lasting benefits 
, 

pr~vided by these steps taken by Northwestern, NEC, and Nekata. -. 
Exhibit 3 details these benefits, and the numbers shown on that exhibit are worthy of 

specific discussion here. The $ 5 8 8 , 0  is the contracted costs incurred to purchase additional 

capacity from NNG (TR 33,96-103); $165.990 is rhe annual return on Nekota's investment in 

the pipeline itself (TR 33); $23,000 is the anriual South Dakota property tax expense for the 

pipeline (TR 33): and 328,000 is the administrative costs incurred related to the pipeline (TR 

34). In dividing that cost responsibility, NorthWestern has proposed to divide the tctal of 

these expenses, $824.000, by the proportion that Northwestern and NEC have of the firm 

capacity provided by these arrangements with NNG and through the construction of the 

pipeline. WorthZVesuern's 15,WO MMRtu capacity, pursuant to its contract with NEC. is 70% 

ofthe :o:ai additional firm capcity (lieaving 30% for NEC) (TR 35-36). Thus NorihWestem 

ha5 a 7QrL shrtre. or $576.w annual cost share. of the toral project costs. Had NorthWestem 

merely purchased additional firm capacity from WNG, it would have paid $i.-?OO.OfH 

mnuully for such capacity (TR 36-37; Exh 3).  In addition. i t  would have remained obiigatcd 

10 NNG f ~ r  its excllisive transportation of natural gas (leaving it less options for ihe future 

needs of iis system). and Northwestern would not h2ve solved the other problems on its 



system including peak day p~pcline capacity. less valued f~cld capacity, and dellvery point 

capacity that was not aligned with its needs. 

Northwestern submits rhat the charges it pays are fair and reasonable, and the 

arrangement provides significant benefits to Northwestern and its customers. which the prior 

arrangement with NNG did ncrprovide. This project was very successful in helping . . 
NorthWestern meet a variety of challenges, and at%reasonable cost to its customers. To 

, 

adopt the Staff's position on this issue would negatively influen&other future creativc 

solutions, to the ultimate detriment to NorthWcstern and its customers. 

amended purchased gas adjustment clause filiaags made by 
approved by the Commission a d  are not subject to refund. 

As discussed above and at length at the hearing in this matter, in 1996 Northwestern 

f x e d  many challenges in its service of natural gas to customers in South Dakota (TR 14-21 ). 

To face these challenges. NorthWestem took a variety of steps, including negotiations with 

NP.16 (which resulted in changes in Northwestern's relationship with NNG which greatly 

benefited Northwestern's customers) and ultimately the planning and construction of rt 

natural gas alternative to serve the Abcrdeen area (TR 21-41). 

After the pipeiine was completed, Northwestern reflected the changcs in the cost of 

natural gas delivered to its distribution system ihrough its natural gas purchased gas 

adjuskment clause ("PCA") pursuant to its South Dakota Gas Rate Schedule (Section No. 3, . 

Sheet 9, et seq) through its monthly PGA adjustnxnl filing. WorthWestern did no! cail the . - 

Staff 1s describe the adjustment (TR 14.4); did not otherwise notify the Staff of the particulars 

of the adjusrmeni (TR 145); and did not provide a "special nolice" of the particulars of the 

adjustment at the lime of the filing of the adjustment (TR 139) or at a subsequent mceting 



with the Comrriission and the Staff (TR 145). In hindsight. NorthWcstcrn could have hcen 

more specific in identifying the new charges and could have engaged in a dialogue with the 

Sraff on all of the issues discussed above. I-lo\vever. as Staff Witness Jacobson testified at the 

hearing, the charges that the Staff has recommended be disallowed (such as Northwestern's 

share of the S588.W in new capacity charges paid to NNG) would be a "proper purchased 
. . 

a,% adjustment charge" (TF? 15s). Moreover. 6y hiling to provide a special noticc of the 
u 

, 

particulars of the adjustment, Northwestern was not trying to hMe the adjustment, as 

Northwestern Witnesses Leyendecker and Hitchcock both stated (TR 118, 123). but was 

merely treating i t  as a non-regulated activity, a part of a solution of which Northwestern was 

"very proud" (TR 123). 

Northwestern did provide a PGA filing that listed the adjustment. labeled as "NBPL - 

ABERDEEN CAPACITY". which provided 15.00.n MMBtu of capacity at an annual charge 

of S576.000 (Exh 5) .  This same entry was submitted to the Staff for their review every 

month for three years without the Staf'f ever asklng one q~estion about i t  (TR 154). even 

though Staff JVitncss Jacobson stated that i t  is part of his responsibilities to review the PGA 

f~lings. comparing a new filinz to a prior filing and looking for any chanses that were 

quesr;ionzble (TR 144). Had the St;lff asked any qucstims a b u t  the adjustment. the 

infomation provided at this hearing could have been provided in 1955. 

NorthWesrern silbmits h i  seekins to discredit either the way this was handled by 

kflhiVesten or by the Staff does no~hins to answer the question of whether the capacity 

charges on ihe Nekota pipeline are reasonable and appropriate. Earlier in this brief. 

P~ofihVVesn~m presented infamation uo support the charge. The only further issue is whether 

NonhYirestern comp!ied with the sta:utory and tariff provisions ccnceming the f i h g  of the 



three years of PGA filings. As Staff Witness Jacohson resttfied, there arc no Commission 

rules specifying how the adjustments should be filcd (TR 157). or stating that any transactions 

with an affiliate should be accompanied by any special notice. 

Therefore. NonhWestem is to be guided by statute and by its Commission approved 

tariff with regard to the format and details of information to be provided in a monthiy 

adjustment. The statute, SDGL 49-34A-25, merely states that amended tariffs should be filed 

with the Commission. NonhWestern's PGA t x i f f  shrct similarly does not provide details 3s 
1 

to :he information to be provided. Therefore. NorthWestem submits that its monthly filings 
1 

\ 

made that included the Nekota pipeline costs were and are consistent with all prior monthly 

filings and with the guiding s~atute and tariff. 

SDCL 49-33A-25 provides that when a public utility makes a PGA filing with 

amended rate schedules, the Commission may determine that an error is made and within ten 

days may have the public utility place the adjusted rates into effect subject to refund. The 

stalule goes on to provide that i f  the Cornrnission does nor order such rates to be subject to 

refund, the rates are deemed final. Northwestern submits and the record supports the 

conclusion thar no order has been entered on any of the monthly PGA filings made for these 

three years. and therefor?. the sates were effective and not sub-ject to refund. 

The Staff has reccmrnended thar. based on its proposed ru'ekota Resources Pipeline 

Adjustment (Exh A), a refund of that adjustment should be made, with interest. for a three- 

year period be made through a FGA flow-bask (TR 139). As discussed above. NorthWcstern 

urges !he Commission to detcmine that the PGA adjustments were not only 'lir and 

reasonable, but they also reflect a creative approach by Y.iorth\hlestern to resolve significant 

opemt~ona! and expense issues in  3 manner that benefited NorthWestern and its customers. I f  



any portion of the PGA adjustment is found to be excessive. Nor!hWestem submits that any 

change in rates resulting from such finding should he prospective only. 

In 1996 NorthWestem was - -- fxed  with a number of challenges. It sought to meet those 
. 
1 

challenges by coming up with a creative solutior! tkat provided its customers with IOW-COS~.  
. 

reliable natural gas service. The construction of the Nekota pipeline .. was greatly beneficial to 

Northwestern and its customers, and the charges related to the pipeline. and the various costs 

that XorthWestern and its affiliate companies have undertaken are minor when compared to 

the bencfits derived. The question that the Commission should answer is whether the charges 

for capacity on the Nekota pipeline in Northwestern's PGA filings are just and reasonable. If 

so, then evm by Staff's witness's testimony. they are allowable as proper charges (TR 157- 

158). 

Although the transaction was quite complicated. the facts of the case show: 

s the delivetability pressure problem from NNG was eliminated; 

e Northwestern was freed of using NNG's pipeline exclusively: 

e Northwestern was able to realign its delivery point capacity to better fit its 
customers needs: 

NorthWestem was able to exchange field capacity (of littlc or no vaiue) for 
valuable mxkef capacity: and 

B h2orthWe~tern's customers have enjoyed lower sas costs resultjng from released 
capacity credits. 

A:; Chairman Burg summed up, these benefits cost NorthWestern and its customers S576.000 

per ycrtr (TR 1581, less than the approximately S 1 . 1 9 7 . 0  that would h a w  heen payiblc lo 

NNG j s t  for the additional firm capacity that the Nekota line created. A savinss of more 



than SSOC).OeK) per year, plus the many other benefits discussed above clcarly show that the 

S574.000 ffiA adjustment is friir and reasonable. 

There is no support either in  law or fact for Staffs request that NorthWestern's 

previously filed amended purchase gas adjustment clause filings are subject to refund. 

NorthWes~em made the PGA filing that was . approved by the Commission. and the same 
.. 

adjustment has been included in every monthly fili3g for three years. in full compliance with 

sratutc and NorthWestern's PGA tariff. withcut any objection. suspension, or order by the 

Staff or the Commission. Northwestern will take steps to explain and clarify all future PGA 

filings. but nonetheless Northwestern's prior filings were made in compliance with the law. 

Therc is no evidence to indicate Northwestern did anything unlawful or improper. 

Furthermore. the only evidence presented shows that the charges were filed in good Faith by a 

company that w a  very proud of what it had accomplished for its customers. The filings were 

made properly. wcrc not qucstioncd or challenged by Staff. and became final. Northwestern 

submits that the Commission should uphold Northwest-ern's PGA adjustment and should 

adopt the findings attached to this brief as Appendix A. 

Dated this 30th day of November, 1999 

Respectfully submitted. 

(4 IuA5d2(fl c y  
usse il C. hlolstad. Jr. 

Corporate Attorney 
NoithWestem Public Servijc 

.Man D. Dietrich 
Vice President - 1Legai Administration 
NorthWestem Corporation 



OF THE STATE OF SOUTH DAKOTA 

I .  This matter has properly come before the Commission as an issue removed from the 
consideration in the base rate case determination in this matter. and should be treated as a 
purchased gas adjustment clause. 

2. NorthWestern Public Semvice has filed and had approved by the Commission. for all time 
periods relevant in this proceeding, an adjustment clause related to its charges for natural 
gas ir. South Dakota. 

3. In November and December 1996, and for all monthly periods thereafter to the present. 
Northwestern has filed monthly adjustments based on its adjustment clause. which 
adjustments have not been suspended or othenvise affected by Commission order. 

4. NorthWestern and its affiliates have undertaken contract revisions with the interstate 
pipeline trarisporter, Ncrthern Natural Gas Company, to provide improved reliability and 
supply flsxibility to Northwestern's distribution systems. 

5. NorthWes!en, through its affiliate companies, has constructed a natural gas pipeline 
fxi'lity (ihe Nekota pipeline) to provide an alternative source of natural gas transportation 
to its distribution system in the City of Aberdeen, South Dakota. 

6. The charges for pipeline capacity paid by Northwestern on the Neliots pipeline h a w  hccn 
included in NorthWestern's adjustment tilings since the pipeline was completed in .1995. 
and such charges are just and reasonab!e. 

I .  Nr, refixxis of charges made by Northwestern through its adjustment clause for t h e  
Nskoin pipeline capacity charges should be made. 

8. NorthWesterr! and the Commission Staff should work together to provide a methodology 
for review and discussion of any future adjuslment clause filings by NorthWestern. 



On June 1, 1999, Northwestern Public Service, a division of Northwestern 
Corporation (NWPS), fileCwithJhe Public Utilities Commission (Commission) an 
application to increase natural gas%fes-in South Dakota. The application seeks an 
overall increase in rates in the amount of $2,1&;112 or approximately 6%. The Company 
requested a change in rates to become effective for billinqs after July 1, 1999. 

At its regularly scheduled meeting of June 22, 1999, the Commission found that 
pursuant to SDCL 49-1A-8, NWPS shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $100,000. The Commission further 
established an intewention deadline of July 22, 1999. Pursuant to SDCL 49-348-"1, i, ,e 
Ccrrnmisslon suspended the operation sf the schedule of rates proposed by 
days beyond July I, 1 999 By Order dated September 14, 1999, the Commission furttser 
extended the suspension through December 1, "199. 

The Commission scheduled the matter for hearing on October 20-21, 1999, starting 
at 9:00 A.M. CDT, on O d o b r  20, 1 999, in Room 41.1 3, State Capitol, Pierre, South Dakota. 
On October 18, 4999, Commission Staff notified the Commission that NWFS and 
Commission Staff had reached a settlement agreement which increases rates in the 
amount of $1,279,025. Staff requested that the Commission consider it on Odober 20, 
4999. An issue related to the PGA was separated from the rate case issues and will be 
decided at a later date. 

On Odober 20, 1999, the Commission convened and considered the settlement 
agreement along with the presentations uf NWPS and Commission Staff and took the 
matter under advisement. On November 9 ,  1999, at a regularly scheduled meeting, the . 
Cornmission approved the settlement agreement with an effective date of December 1, 
1999. The Commission ordered NWPS to File new tariffs to reflect the settiernent 
agreemefit. On Novernber 8, 1999, NWPS filed its tariffs. The revised Pariffs are as 
follows: 

South Dakota Gas Rate Schedu!e, Section No. 2, 7th Revised Sheet No. 
1, canceling 6th Revised Sheet No. A 
South Dakota Gas Rate Scl-sedule, Section No. 2, 6th Revised Sheet No. 
2, canceling 5th Rt'vised Sheet No2 
Souih Dakota Gas Rate Schedule, Section No. 3, 17th Revised Sheet No. 
4 ,  cance'iing 16th Revised Sheet No.1 
South Dakota Gas Rate Schedwle, Section No. 3, 3rd Revised Sheet No. 
2, canceling 2nd Re~ised Sheet . 



South Dakota Gas Rate Schedule, Section No. 3, 8th Revised Sheet No. 
3.1, canceling 7th Revised Sheet No. 3.1 
South Dakota Gas Rate Schedule, Section No. 3, 7th Revised Sheet No. 
4.1, canceling 6th Revised Sheet No. 4.1 
South Dakota Gas Rate Schedule, Section No. 3, 8th Revised Sheet No. 
6.1, canceling 7th Revised Sheet No. 6.1 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 
and 49-348, including 1 -2Gl8, '1 -26-1 9, 49-MA-2,49448-3, 49-34A-4, 49-34A-6, 49-34A- 
8.49-34A-10,4934A-11, 49-34~-?$49-3$~-13, 49-34A-l3.1,49-%A-l4, 49-MA-1 6, 49- 
34A-l7.4!&MA-l9,49-34A-l~.l,49-34~-l9>;49~~-20,49-MA-2l, 49-%A-22, and 49- 
344-23. 

\ 

At its November 15, 1999, meeting, the Commission considered whether to 
approve the tariff sheets. The Commission voted unanimously to approve the rate 
schedules and related tariff sheets. Based upon the settlement agreement, the 
Commission finds that the rate schedules and related tariff sheets are consistent with the 
revenue levels and rate design agreed to in the settlement agreement. It further finds 1. rat 
the filing is just and reasonable and shall be approved. It is therefore 

ORDERED, that the above mentioned proposed tariffs are approved and shall be 
effective for billings rendered on and after December 1, 1999. 

Dated at Pierre, South Dakota, this yd of December. 1999. 
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PREGMNARY STATEMENT 
'* 

On Jrme 1 , 1999, NorthWestem Public ~e r&e  (NWPS), --. a division d NorthWestern 
\ 

Corporation, filed with the Public Utilities Comrnissiorl (Commission) an application to 

increase its natural gas rates in South Dakota. The Commission held a hearing on 

Bdobr 20, IXB, on the issue of payments made by NLVPS Po its affiliate NorthWestern 

Energy Corporation for the purchase of pipeline capacity from Nekota. For purposes of 

this brief, NorthVQestem Energy Corporation, a wholly owled subsidiary of NofihWaste,m 

Corporation, will be referred to as NEC; Nehota Resources, Inc., a wholly owned 

subsidiary of NEC will be referred to as Nekota; Northern Natural Gas Company, an 

interstate pipeline company, will be referred to as NNG; Northern Border Pipeline 

Company, an interstate pipeline company, will be referred to as NBPL; and the Federal 

Energw Rqul,&ory Commission will be referred t~ as FERC. References to the transcript 

of the hearing will be by page number as follows: TR . Exhibits admitted at the 

hearing will be referred to by exhibit letter or number as foilows: Exh -. 

STATEMENT OF TI-BE CASE 

On June 1, 1999, ~orfhw6stern Public Service (NWPS), a division of NorthWestern 

Gorpoc'atioc?? filed with the Public Utilities Commission (Commission) an application to 

i m s e  Its natural gas rates in South Dakota. The application sought an overall increase 



in rates in the amount of $2,108,112 or approximateiy 6%. NWPS requested a change in 

rates to became effective for billings after July 1, 1999. 

At its regularly scheduled meeting of June 22, 1999, the Commission established 

an intervention deadling of July 22, 1999. Pursuant to SDCL 49-34A-14, the Commission 
. 
1 

suspended the operation of the schedule of rstes proposed by NWPS for 90 days beyond . 
July 1, 1999. By Order dated September 14, 1999, the C'ommission further extended the 

suspension through December 1, 1999. 

The Commission scheduled the matter for hearing on October 20, 1999. On 

Octokr 18, 1999, Commission Staff notified the Commission that NWPS and Commission 

Staff had reached a proposed settlement agreement which would increase NWPS' natural 

gas rates in the amount of $1,279,025. By mutual agreement of the parties, the issue 

related to the payments made by NWPS to its affiliate NEC for the purchase of pipeline 

capacity from Pdekota, was separated from the rate case issues. The parties also agreed 

lo present this issue to the Commission on October 20, 1999, following the proposed 

settlement agreement discussion. 

On October 20, 1999, the Commission convened and considered the proposed 

settlemenfF agreement. The Comrnission took the matter under advisement and sn 

November 1, 1999, the Comrnjssi~n approved the settlement agrezment with an effective 

date ~f Demrnbr I, 19%. A~SO on October 20, 1999, the Commission heard Commission 

StaPf's and NVVPS' respective cases on the issue of payments made by' NWPS to its 

affiliate NEC for the purchase of pipeline capacity from Nekota. At the close of the 

evidence, a briefing scheduie was establjshed. Commission SPaR files this brief in . 
- - 

acc:ordancz with the briefing schedule, 
1 

2 



ARGUMENT AND AUTHORITY 

ISSUE I 

PAYMENTS MADE BY NWPS TO ITS AFFILIATE NEC FOR THE 
PURCHASE OF PlPELlNE CAPACITY FROM NEKOTA ARE EXCESSIVE 
AND THEREFORE NOT JUST AND REASONABLE. 

NWPS states in its brief that the construction of the Nekota ~ipel ine and other 
\ 

. 
arrangements made with NNG have b&n an unqualified success and that through a series 

1.- . 
of creative steps NMIPS and NEC have brought benefits of alternative pipeline 

construction to its shareholders and ratepayers without resorting to litigation or federal 

regulatory delays. NWPS' position begs the issue in this case which is, are the payments 

made by NWPS to its affiliate NEC for the purchase of pipeline capacity from Nekota 

excessive and therefore not just and reasonable. 

Commission Staff would submit that the capacity charges passed through the PGA 

to ratepayers are excessive and therefore not just and reasonable. Commission Staff 

recommends that the capacity charges be reduced to a level that reflects Nekota's cost of 

providing the capacity and that the adjustment be made effective retroactive to December 

1996, when the costs were first passed through the PGA. 

In support of its position, Commission Staff will provide a facttial summary of the 

issue and then discuss the legal rationale and present. its argument. 

A. FAC~-?IC\,L SUMMARY 

Unbkncuilnst to Commission Staff, NEC through Nekota mnstwded a pipeline from 

. -  
NBPL to Akrdeer! !Q sewe NbVPS' customers. TR 65. The pipeline .was completed in. !ate . . . 

. .  . .  

19% and cast $I ,1135,000. TR 56,66. In December 1996, NWPS changed its tariff format 



from its previous format. Exh B and 5. Within its December 1996 PGA filing, NWPS 

began placing a line item described only as "NBPL-Aberdeen $576,000". Exh 5, pg 74. 

During its review of NWPS' filing in the instant base rate case, Commission Staff 

discovered that this entry [NBPL-Aberdeen capacity] did not represent an interstate - . 
1 

trampdatiun service or pipeline iate'approved by the FERC but was, in fad, a payment 
\ 

made  pursuant to a series of private pipeline capacity and \ other contracts among NWPS, 
\ 

its subsidiary NEC, and AEC's subsidiary, Nekota for "unregulated" services at an 

"unregulated" rate. Commission Staff investigated these transactions as part of its 

investigation of all of the transactions between NWPS and its affiliates, as repoPred in 

Statement R of its rate filing and concluded that these "NBPL-Aberdeen capacity" charges 

are and have been excessive and therefore, unjust and unreasonable. 

The important facts underlyinl; Commission Staff's conclusion are not in serious 

dispute. The Mekota pipeline represents an investment of $1,185,000. It has an expected 

life of at least 20 years (the longest term of either of the service contracts which, 

undoubtedly is less %an the expected physical life of the pipeline). Annual property taxes 

in 4998 almw?ed to $23,526. Operation and maintenance expenses are paid directly by 

WiWS and autom&iczilly are reflected in its base rates. The rate of return that should be 

applied to the %a& pipeline investment is in dispute, but not seriously so. Commission 

Staff recommend& a! return on equity in this czse which when combined with the other 

cost of ssrwlce dements indicatec! a levelized annual revenue reqlsirerner~t of $"122,815. 

Exh A. This is the revenue requirenent related ta the pipeline's entire capacity even 

though MiPJPS mntractua'rly is entitled to only 62.5% of the capacibj 



A corresponding calculation made by NWPS suggests an annual 

requirement of $185,000 or, if an unsupported allowance for "administrative 

revenue 

costs" is 

included, $233,000. Exhibit 3, sum of Pre-tax return, Property taxes and Admrnistrative 

costs; TR 33-34; 159. T h u m e t h e r  one ldses Commission Staffs deterrninati~n or zither . 
\ 
1 

determination developed from NWPS' caiculations, the utility-type revenue requirement 
. 

is far less than the $576,000 per year that has been and continues to be charged to 

NWPS' ratepayers as a Purchased Gas Adjustment. 

8. LEGAL RATIONALE 

NWPS faults Commission Staff for only permitting NWPS to claim its pipeline 

construction costs and not all of its creatively generated benefits. Commission Staff is 

following the mandate of the law found in SDCL 43-MA-25, set forth be!ow. 

49-34A-25. The commission shall permit a public utility to file rate schedules 
containing provisions for the automatic adjustment af charges For public 
utility service in direct relation to changes in wholesale rates for energy 
delivered, the delivered costs of fuel used in generation of eiectricity, the 
delivered cost of gas, ad valorem taxes paid, or commission approved fuel 
incentives. The amended rate schedules shall be filed with the commission 
on or M o r e  the effective date of the change in costs, and if the commission 
determines that the revised rate schedule is in error, the commission may 
wi%in ten days of receipt thereof require by order the public utility to file a 
bond or other security upon such terns and conditions as the commission 
m q  require arid 'for such purposes as contained in 55 49-%A-17 and 
49-MA.-22. Suc3 rates may go into efleci on the date of ti ie change in costs 
subject io the above refund provisions. Failure of the commission 20 enter an 
order in regard thereto shail be deemed approval. The public utiiity may 
ap-1 sacir order pursuant to and in accordance with § 49-348-62. 

(emphasis added) 
. - 

SDCL 49-341%-25 clozrly permits pubiic utilities to automatically adjus: ch,arges fur 

g.ablic clility sewices that are in direct rejaticg Po changes in its delivered gas cost. NWPS 



has, on its own, not only automatically passed through costs that are in direct relation to 

changes in its delivered cost of gas but has included costs that are not permissible under 

the statute. These costs have no quantitative value or relevance to the ratepayers but are 

merely "creative" costs. SDCb 49-344-25 does not permit N WPS to assess its ratepayers . . 
for creatively generated "benefits" and ~ ~ ~ S h a s f a i l e d  to cite to any statutory authority 

'. 
that would permit such costs to be an automatic pass through. 

Also SDCL 49-34/4-25 refers only to errors found in the filing-not unreasrsnable 

rates. The Legislature clearly did not intend to give the Commissior.. or its staff only 10 

days to assess the reasonableness of commodity, and delivery COSiS and purchasing 

practices. The practical effect of NWPS' reading of the statute would be that there would 

be no time for investigation and bonding would be required for each filing in order to 

complete a prudence review. 

NWPS objects to Commission Staffs conclusion on the grounds that its analysis 

fails to comprehend the full scope, cost and benefits of the Nekota "project." When other 

elements are considered, the $576,000 annual charge is justified, according to MWPS. 

Indeed, in Exhibit 3, NWPS purports to show that the total project annual cost is $824,000 

of which it wouid allocate $576,000 to NWPS in recognition of the fact that some project 

benefits are retained by NEC.' 

NWPS' efforts to brcladen the analysis are misguided and unconvincing. It argues, 

in essence, that if found itse!f between a mck and a hard place with its supplier NNG in 

NWPS does  not explain why it wauld allocate 70% of the projxt costs to 
NWPS when its contract with NEC assigns to it only 15,000 Mmbtdday, or 62.5%. of 
the pip!Ine's 24,000 Mrn'oZdday capacity. - 



1996. It needed a larger firm supply at Aberdeen and it desired to redistribute its 

entitlements from NNG and to solve pipeline pressure problems. Although an alternative 

connection to NBPL was possible, it had earlier agreed that NNG would be its exclusive 

supplier for 10 years and such a commitment left it with no bargaining power for discounts 

km NNG's high rates. Consequently, as it now explains, NWPS entered into a "buy-out" - 
1 

agreement with NNG whereby NNG agreed not to prevent NWPS from establishing, . 
through NECINekota, a connection with NBPL at AberdGan. For this concession, NEC 

agreed to purchase additional capacity for transportation and deferred delivery service 

b r n  NNG at an annual cost that is said to be $588,000~ 

While the $588,000 charge is described as a U b ~ y - ~ u t "  cost incurred by NEC, 

NWPS acknowledges that it also represents the purchase of capacity. But it was unabrc 

to provide a breakdown. TR 101. This is not surprising because, in fact, (as admitted at 

TR 96) the entire amount was calculated by applying NNG's then-effective rates to the 

billing determinants representing the services being p~mhased. Thus, the fact is that NEC 

has agreed to purchase capacity and deferred delivery services from NNG and it (NEC, 

the unregulated marketer) has the right to profit from the use of these services; they are 

not dedicated to NWPS. 

in fad, this amount is not supported in the record. Moreover, NWPS admits 
that the amount, which apparently was calculated at the time the NekotaINEC contracts 
were executed, "could be higher or lower than [$588,000]" (TR 97-98). 

In addition, MWPS acknowledges that the contracts for these services are for a 
term of five years, yet it relies on the $588,000 annual cost to support the Nekota 
pipeline charges to NEC and NWPS that will be in effect for,ten years. [TR 101 -102) 

.- 7 



NWS also suggests that substantial benefits flow from its Nekota project solution. 

It points to credits flowed through to ratepayers as the result of its release of pipeline 

c q ~ c i t y ,  but these credits existed before the Nekota project-related agreement with NNG 

and, moreover, they are affected by other factors affecting pipeline utilization. such as 

v m e r  conditions. Furthermore, the operating "benefitsn that may have resulted from the . 
"Nekota Pipeline Project" are operatir;g.,improvements that are expected from a well- 

\ 

operated utility that itself benefits from being the mo60poly L provider of an essential service 
\ 

to the public. 

Commission Staff believes that the buy-out costs, in addition to the capacity 

charges, created by NWPS to be passed on to ratepayers are excessive and therefore not 

just and reasonable. The amount N W S  has already passed on to ratepayers and wants 

to continue to pass on greatly exceeds Nekota's cost of providing service. Nekota's 

investmen: in the pipeline is  $1 ,'185,000. For such an investment an annual rental of 

$576,000 is excessive on its face. Combine that with the facts that the facility has an 

expazted life of at least 20 years, that only 62.5% of the capacity of this line is committed 

to N W S ,  and that by separate agreement NVVPS is obligated during the first 5 years of 

its contra3 to pay all its inspection costs and operation and maintenance expenses, clearly 

demonstrates that the charge is excessive, unreasonable, and unjustified. TW 137. 

N'bVPS also faults Commission St& for recommending that the rate of return an the 

Nebta pir~line ibe 8.53%. Exh A. Commission Staff believes that its recsmmended rate 

a3.clPTP2 r$ return is appropriate in this case 2nd not erroneous as it was not calculated in the 

manner as a traditional rate case calcuiation. TW 139. Commission Staff proposed a fixed 



monthly charge based on a 20-year contract life as opposed to a calculation based on the 

physical life of the pipe. This reflects ownership by the affiliate as opposed to ownership 

by NWPS. YR 139-440. NWPS has made no comparisons between Nekota's rate and 

"industry standards." Only NNG's maximurn rate was used for an industry standard and 

it is an interstate pipeline regulated by the FERC. No bids were sought by NWPS for a 

comparable pipeline built and owned by others. TR 66. Thus NWPS has not met the 

court's ruling in ~~p l i ca t l on  *Montana-Dakota Utilities Company far Authority to Establish 
-- 

*& 
I-, 

Increased Rates for Electric Service, 278 ~ b : 2 d  189 (S.D. 1979). 

Commission Staffs proposal comports with Aspli&bn of Montana-Dakota Utilities 

Gomganv for Authoritv to Establish Increased Rates for Electrical Service. In the MDU 

case the South Dakota Supreme Court affirmed the Commission's decision and  or^ ,r 

which found that MDU's wholly-owned subsidiary, Knife River, had earned unreasonable 

profits on the sale of its coal to MDU. The Court remanded the case to circuit court for 

remand to the Commission with instructions to set a rate of return for Knife River which 

comports with a reasonable rate of return in light of the five-company average in the 

sample which had been submitted into evidence. Id. at 193. 

In reaching its decision, the Supreme Court reaffirmed the Commission's statutory 

authority pursuant to SDCL 49-34A-19.2 to analyze the reasonableness of profits paid to 

supplier subsidiaries in determining the revenue requirements allowable "l o regulzteci 

uti1@ 3rd to disallmv profit which is unreasonable. According to the Court, such a statute 

"ernbdies the concept to which we have adhered for decades, that is, prices and profits 

paEd to f l~l iztes and subsidiaries must be reasonable. In determining reasonableness, the 



Commission is not restricted to any single formula in arriving at the rates fixed for MDU 

'so long as the method followed and the order entered when applied to the facts and 

viewed as a whole do not produce an unjust or arbitrary result.' We are more concerned 

with the result which is reached than with the method employed." (cites omitted) 

(emphasis added) Commi-ssion Staffs recommended rate is an industry representative . 
1%. 

rate as previously determined by the  omh hiss ion in other pipeline rate proceedings. 
.. 

As the Supreme Court noted, the burden is h the utility to prove that no 

unreasonable profits were involved in the sale bebeen the parent and its subsidiary. In 

this case, NWPS has failed to meet its burden Ratepayers are paying $5,760,830 for 2 

pipeline that cost $1,185,800 to build (10 years at $576,000). According to 

witness, a goad portion of the $5,760,000 is "buy-out dollars or whatever you want to call 

it, in order for NPS [NWPSj to use another pipeline rather than Northern" rather than a 

charge for capacity on the pipeline. TR 74. Unfortunately it is not possible to determine 

the basis for the $588,000 buy-out dollars that NWPS claims is reasonable as NWPS 

never provided that information or any other late filed exhibits as it stated it would at the 

O d o k r  20th hearing3 

N W S  argues that the $588,000 is, an unfortunate project cost that it had to incur 

to !~ypss. NNG. T R  74. Commission Staff would submit that even if the decision lo build 

'NWPS' vI8fnesses and attorneys stated they would file the following documents 
as late filed exhibits txt never did so: (I ) calculation for pre-tax return, TR 75; (2) 
volumes as it rekates to Exhibit 4, TR 70; (3) contract between NNG and 
(4) antract between NEC and NPS, TR 99. Commission Staff would now object to 
a v  filing of the exhibits Commission Staff has filed its brief as it would haw no 
06p&,inity 10 comment ora such exhi bits. 



a pipeline to bypass NNG was necessary, it does not follow that all costs associated with 

that decision are reasonable and prudent and therefore capable of being passed on to the 

ratepayer. In Consumer Power Company v. Michiclan Public Sewice Commission. et al., 

572 N.W.2d 222 (Mich. &p. 1997), the natural gas local distribution company, Consumer 

Power Company (Consumers), entered into a discount rate contract with James River, one 

of Consumers' largest gas transportation customers, to prevent James River from by- 
. 

passing Consumers' system. Consumers requested the Michigan Public Service 
'1 

Commission (PSC) to approve the contract. The PSC approved the contract with the 
'\ 

mnciition that Consumers' shareholders assume full responsibility for absorbing much, if 

not all, of any revenue shortfall caused by the pricing and other contract terms that the 

utility negctiated. Jd. at 226. 

Consumers appealed. The Michigan Court of Appeals upheld ihe decision of the 

PSC finding that the mere fact that the PSC allowed Consumers and James River to 

proceed with their contract in no way constitutes any express or implied determination that 

any of the costs of keeping James River as a customer are the kind of reasonable and 

necessary costs of doing business that may be charged to Consumers' other ratepayers, 

espeually since the PSC spxfic319y conditioned its approval of the special discount upon 

the; proviso that some, if rwt  all, of the resulting revenue shortfall must be borne sorely by 

Consumers' shareh~iders. @, at 228. The Cowl of Appeals went on to state, "even when 

the PSC does find that a particular business decision is reasonable and prudent, it does 

not necessarily follow that the PSC must also find all the casts associated with that 

decision reasonable and prudent as well." d. at 229. 



The same situation exists in this case. NWPS claims numerous creatively 

generated befiefits were gained through the building of the pipeline. These benefits may 

well exist, however most of the claimed benefits are not relevant to the ratepayers and it 

is the shareholders who received the majority of the benefits. Accepting Commission 

Staff's proposal would not affect any of these benefits. BW 140. On the other hand, 

amptanw of 'WPS' plan would forever harm the ratepayer 
-.. 

THE COMMISSION CAN ORDER A REFUND IF I? DETERMINES TI4AT 
NWPS OVERCHARGED THE RATEPAYERS. ' \ 

NVVPS states that its monthly PGA filings were consistent with all prior monthly 

filings and with the guiding statute and tariff; that the PGA adjustments were fair, 

reasonable, and creative; and that if the Commission determines that the adjustment is 

excessive that any change in rates should be prospective only. NWPS brief pg. 12-13. 

Commission Staffs recommendation at the hearing was that the charges passed 

through the PGA to ratepayers be reduced to a level that reflects Nekota's cost of 

providing the capacity and that the adjustment be made effective retroactive ta December 

1996, when the costs were first passed through the PGA. Commission Staff further 

recommended that the principal amount of the ovsrcharges, together with accrued interest 

be fluvded back to ratepayers over a 3 year period in the PGA. 

ll-I support of its rwrnmendation, C~mmission Staff will provide a factual summary 

of the issue and then discuss the legal rationale and present its argument. 



A. FACTUAL SUMMARY 

The fonnat of NWPS' PGA tariff changed drastically in December 1996. Exh B and 

5. Coincidentiy that was the same time that South Dakota was suffering from a 

tremendousiy cold winter which increased the volumes of natural gas being used by 

ratepayers. PR 42. Also coincidentally, December 1996, was the first time NWPS 

included a new entry on its PGA identified only as "NBPL-Aberdeen" which was submitted 

in a comprehensive Festru~turing of the majority of NWPS' entire gas tariff. Exh 5. 
---\ - 

Commission Staff was never informed th&ihe,pipeline charge or a transaction with an 

affiliate was now io be found on the monthly PGA ta r i f fX8  145. 

B. LEGAL RATIONALE 

The Cammission has the authority and responsibility to reduce the PGA charg-s 

to a level that reflects Nekota's cost of providing capacity to NWPS and to order a refund 

of the swerc%rarges from December 4 996, through the present. 

SDCL 49-34A-6 and 49-MA-26, set forth below, grants the Commission such 

authority. 

49-MA$. Every rate made, demanded or received by any public utility shall 
be just and reasonable. Every unjust or unreasonable rate shall be 
prohibited. The Public UtlSities Commission is hereby authorized, empowered 
and directed to regulate all rates, fees and charges for the public utility 
sewice of all public utilities, including penalty for late pavments, to the end 
that the public shall pay only just and reasonable rates for service rendered. 

49-344-26. On its own motion or upon a complaint made against any public 
~itikity, by the governing body of any political subdivision, by anather public 
irtiijty, or by any twenty-five wnsumers of the particular utility that any oPSl;e 
raks, tolls, tariffs, charges, or schedules or any joint rafe or a.cy regulation, 
measuremerlt, practice, ar omission affecting or relating to the 
transmissior?, delivery or furtishing of natural gas or electricity or any service 



in connection t h e ~ v d h  IS In any respect unreasonable, insufficient or unjustly 
dim~irninator-y, or that any service is inadequate or cannot be obtained, the 
Public Utilities Commission shall proceed, with notice, to make such 
investigation as it may deem necessary and take such action as deemed 
necessary and appropriate. 

(emphasis added) 

NWPS attempts to argue that its overcollection through the PGA since December 

1996, cannot be subject to refund . because neither Commission Staff nor the Commission 
. - -.. 

raised the issue of overmllection within 1 0 - d ~  of filing the PGA tariff. NWPS' zrgument 
-. 
\ 

lacks merit for 4 reasons. First, if the Commission is only allowed to adjust any rates, tolls, 

tariffs, charges, or schedules or any joint rate or any regulation, measurement, practice, 

act or omission affecting or relating to the transmission, delivery or furnishing of natural 

gas or any service in connection therewith within a 10 day timeframe, the ianguaga found 

in SBCL 49-348-26 that the Commission "shall proceed, with notice, to make such 

investigation as it may deem necessary and take such action as deemed necessary and 

appropriate" would be rendered meaningless. Second, if any such argument were to 

prevail, public utiiity sharehclders would be rewarded and ratepayers forever harmed if a 

wrong rate, toll, tariff, charge, or schedule or any joint rate or any regulation, 

measurement, practice, act or omission affecting or re lakg to the transmission, dalivery 

or furnishing of natural gas or any service in mnnection therewith were to be implemented 

and could not be corrected. Third, a policy such as that suggested by NWPS would only 

smaurage public utilities to try to "slip one by" Commission Staff and iha Cornniissi~n as 

there would be rm penalty if caught. In fact, the public utility shareholder would be 

rewarded by ar; owrcmllection that need not be returned to the ratepayers. Fourth, a!; 



discussed in Issue I, the 10 day limit only applies to situations where there is an error in 

the tariff filing and not those situations where there is a finding that the tariff is 

unreasonable. 

There is no question that NWPS did not tell Dave Jacobson, the person who is 

primarily responsible for reviewing . the PGA, that the December 1996 PGA filing contained 
\ 
"\ 

any information relating to the Nekota pipelinyharge or that there was a transaction with 
\ 
\ 

an affiliate. There is no evidence that PIJWPS informed any Commissioner or Commission 

Staff member of this change at any time including during the comprehensive tariff 

restructuring completed in docket NG%-015. TW 141, 14-145. Further, an NWPS 

witness admitted that unless that item (NBPL-Aberdeen) were specific all\^_ pointed out, it 

would not be possible to know that that was a transaction with an affiliate. TR 68. NWPS 

also admitted the monthly PGA filings never used the word "Nekota" or " 

NWPS also admits that it never told Commission Staff about building the pipeline. TR 65. 

Without any knowledge of these events it was impossible to have raised the issue within 

any period of time. 

SBCL 49-344-6 is self-explanatory, rates must be reasonable and just. Unjust and 

unreasonable rates are prohibited. Assessing ratepayers $5,730,000 for a $1,985,000 

pipeline is unjust and unreasonable. 

Csmmissior! Staff svould submit that the law as found in SDCL 39-MAS and 49- 

344-26 as well :as case taw a3lcrs for a refund of an o\/ercollection. In Northern fv'lichraan 

Water Company v. Michigan Public Service Commission, 147 M.W.2d 707 (Mich. App 

19671, rev'd on other grounds, 'the Michigan Public Service Commission issued an order 



approving the  plaintiffs rate increase from and after the date of the order and further 

ordered that refunds be made to the plaintiff's cltstomers for rates charged without prior 

commission approval. On appeal, the Michigan Court o i  Appeals, in reversing and 

remanding the case to the circuit court for an order affirming the pubiic service commission 

stated, "DNjhile the public s%ice comyission may not retroactively order a utility to refund 

.\ 
charges previously approved by the comrnlssicn, -the commission may lawfully require a 

'. 
public utility l~ refund charges collected without its appro>al." M. at 710. 

The situation here demands the same. The Commission never approved NVVPS1 

overbilling of the PGA. The Commission could not have approved that of which it had no 

hawledge. NWPS admits it never specifically told Commission Staff or the Commission 

of its building of the pipeline let alone the charges that were being passed on to 

ratepayers. TR 139, 144-1 45. 

The Commission has ample statutory authority found in SDCL 49-34A-6 and 49- 

34A-26 to order a reftirid of the overcollection of PGA rates. Commission Siaff would 

recommend that the Commission find thal the rates currently charged by NWPS are unjust 

and unreasonable; thal the overcollection from December 1 996, through the present be 

refunded with interest; and that the PGA rate be reduced to a level that reflects Nekota's 

cost of prov~ding Iha capacity to NVVPS. 

COMCbUSiON 

The iss~le in this matter is quite simple, that is, the payments made by NLllPS to its 

fliiiate NEC fer the purchase of pipeline capacity on the Nekota pipeline were excessive 

and therefare unjust and unreasonable. The charges passed through the PGA should be 



reduced to a level that reflects Nekota's cost of providing the capacity. Statutory law 

provides that the adjustment be made effective retroactive to December 1996. to the 

present. The principal amount of the overchargzs, together with accrued interest, should 

be flowed back to ratepayers over a 3 year period In the PGA. 

Dated at Pierre. south Dakota, fhis 7th day of Jenuary, 2000. 

~ d r e n  E. Cremer 
staff Attorney 
South Dakota Public Utilities Commission 
500 East Capitol 
Pierre, SD 57501 
Te!ephone (605) 773-3201 

CERTIFICATE OF SERVICE 

I hereby certify that copies of Brief of Commission Staff were served on the following 
by mailing the same lo them by United States Post Ofice First Class Mail, postage thereon 
prepaid, at the address shown below on this the 7th day of January, 2000. 

Mr. Russell C. Molstad, Jr. Mr. Thomas P. Hitchcock 
Corporate Attorney Executive Vice President 
PJorthWVestern Public Service NorthWestern Energy Corporation 
608 Mar%& Street West 33 Third Street S.E. 
Huron, SO 57350 Huron, SD 57350 

/ 

Attorney 



P U B L I C  S E R V I C E  

... . 
January 11,2000 . 

1 . 
\ 

Mr. William Buliard  AN 1 2 2003 
Executive Director 
SD Public Utilities Commission SOUTH DAKOTA PUBLIC 
State Capitol Building UTILITIES COMMISSION 
500 E Capitol Ave 
Pierre SD 57501 -5070 

We: NG99-002 Late Filed Exhibits 

Dear Mr. Bullard, 

Enclosed you will find the requested late filed exhibits: (1) calculation for pro-tax return, TR 75; 
(2) volumes as it relates to Exhibit 4, TR 70; (3) contract between NNG and NEC, TR 98; and 
(4) contract between NEC and NPS, TR 99. Would you please file these exhibits with the rest 
of the file in this matter. 

I apologize for the oversight in not filing these documents sooner. Northwestern would have no 
objection to Commission Staff having until January 21 to file additional comments in this matter 
as it pertains to these documents. 

If you have any questions, please feel free to contact me. 

Garbprate Attorney 

SS 

enclosures 
cc: TOIT Hitclhc~ck 

Rod Leyendecker 
Alan Dietrich 



P U B L I C  S E R V I C E  

January 1 I, 2000 -- - 
\-.. . 

Ms Karen Cremer 
S.D. Public Utilities Commission 
State Capitol Building 
500 E Capitol Ave 
Pierre SD 57501-5070 

JAN ! 2 2000 

SOUTH DAKOTA PCiBLlC 
UmtTrEs  COMMISS!ON 

Re: Late Filed Exhibits 

Dear Karen, 

I am enclosing your copy of the late filed exhibits which are as follows: (1) calculation for pre- 
tax return. TR 75; (2) volumes as it relates to Exhibit 4, TR 70; (3) contract between NNG and 
NEC, TR 98; and (4) contract between NEC and NPS, TR 99. Would you please file these 
exhibits with the rest of the file in this matter. 

I apologize for not filing these sooner. If you would like. North?Western would have no objection 
to you having until January 21 to file any additional comments in this case as it pertains to these 
late filed exhibits. 

If you have any questions, let me know. 

~ $ 1  
ell C. Molstad, Jr. 

SS 

errclosures 
ec: Alan Dietrich 

Tom Hitchcock 
Rod Leyerideciter 





NorWWestern Partner Entities 
19% Pipeline Capacity Project 

Exhibi t (TPH-4) 
Page 1 of 4 

Determination of Return on Investment 
Test Year Ended December 31,1998 

Line 
No. Description Amounts 

(a) (b) - 
1 Cost of Service - W 
2 Regulated Rates of 
3 in NPS Docket No. 

-. 
Capital Component Ratio - 

-, . 
Long-term debt .--" 
Preferred stock -----. 
Common stock 

. 

Capital Component Rate 
Long-term debt 
Preferred stock 
Common stock 

Capital Component Weighted Cost 
Long-term debt 
Preferred stock 
Commcn stock 
Overall 

lncome Taxes on Return 
Pre-tax Return 
Actual Capital Cost 
Levelized Pre-tax Operating lncome - 20 YR 

25 CapiBl Component R83s 
2 L~ng-term clsbt 
27 Preferred stock 
28 Common stock 
29 Capital Component Rate 
33 Long-term debt 
31 Preferred stock 
32 Common stock 
33 Capital Component Weighted Cost 
34 Long-term debt 
35 Preferred stock 
36 Cammon stock 
37 Overall 
33 lncome Taxes on Return 
39 Pre-tax Return 
4.0 Actual Capital Cost 
41 Tzst Year Pre-tax Operating lncome - 20 YR Average 

-- 
r-m.TmT&,"m W U ~  . . 

I 

\ 



1 Rovcanues 
2 MDQ - MMBlus: 
3 NPS Aberdaon Frlmary Firm Cnpacily 15,000.0 15,000.0 15,000.0 15,000.0 
4 NPS Abordean Sccondasj Firm Capacily 0.0 0.0 0.0 0,O 
5 NEC Abardoon Secondary Firm Cepaclly 1,098.4 1,615.0 1,761.3 1,240.0 
6 NEC Norlhern Natural P r i zn~~y  Flrrn Capacity 5,000.0 5,000.0 5,000.0 5,000.0 

i 
7 Transfer Ralo $3.20 $3.20 $3.20 $3.20 

8 Transfer Revenues: I 

1 El NPS Abordeen Primary F!rm Capoclly $40,00!3.00 $48,000.00 $48,000.00 $48,000.00 $48,000.00 $48,000.00 
i 10 NPS Aberrloen Socondury Firm Capncily $O,OO $0.00 $0.00 $0.00 ~ $ 0 0  $0.00 

11 NEC Aberdeon Socondary Firm Capacily $6,074.88 $5,168.00 $5,636.16 $3,968.00 $4,Ol)i.36 $3,722.56 
12 NEC Northorn Naltrral Primary Firm Capacily $16,000.OOO ___$!6,000.00 - _ $ 1 3 , ~ ~ _ 0 ~ ~  $!61000.00 - _$1_~,OTJ0.00 $16 000.00 r- 

I 

13 Tolal Rovenuos $70 I---2- 074 88 - .  $69 168 00 $88 I--: 638 16 .- $67 L 988.00 ---- - $68/015.36 ----_ $67 I---L-. 722 56 

Ex panam 
Northern Nalural Gas Services: 

Primary Firm Pipeline Capacity 
Demand Chargos 
Comrnodily Char~os  
Fusl Reirnburaomsn! 

Firm Dolerrod Dolivoy 
Capacily CC P,aaorvallon Charges 
Injoclion / Wilhclrewnl Cha rps  
Fuol Hoimbi~rtiornunl 

NEC Maria~ornonl Foos 
1998 Property Taxes - Paltl in 1999 

26 Tolal Exponsos 

27 Psc-Iar Oparmllng Income 



NorthWestern Fartner Enlilies 
1998 Pipaline Capacity Project 
Ac!ual Operaling Results by Flow Mcfl lh 
Tesl Year Ended December 31, 1PP8 

No. Descri$lion --. 

E x h i b i t ( T P H - 4 )  
Page 3 of 4 

August Septer'lber October November December - .- ---JulY-.- - -- Year 
(a) (ij) e (c) (di-- --- (0) (f ! (9) (h) 

1 Revanues 
2 MDQ - hIhN3tus: 
3 NPS Aberdeen Primary Firm Capacily 15,000.0 15,000.0 15,000.0 15,000.0 15,000.0 15,000.0 180,000.0 
4 NPS Aberclean Secondary Firm Capaci:y 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
5 NEC Ahzrdeen Secondary Firm Cspa'cily 1,103.2 1,085.5 1,203.3 1,706.5 1,966.7 1,980.6 17,978.6 
6 NEC Northern Nalural Primary Firm Cepacily 5,000.0 5,000.0 5,000.0 5,000.0 5,000.0 

i 1 5,000.0 60,000.0 
, I 

7 Transfer Rate $3.20 $3.20 $3.20 $3.20 $3.20 $3.20 $3.20 

8 Transfsr Flwenues: 
9 NPS Aberdeen Primary Firm Capacity $48,000.00 $48,000.U0 $48,000.00 $48,000.00 $48,0!fk; $48,000.00 $576,000.00 

10 NPS Aberilaen Secondary Firrn Capacily $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 
11 NEC Abertleen Secondary Firm Capnclly $3,530.24 $3.473.60 $3.85058 $5.460.80 $6,#93.44 $6,337.52 $57,531 .52 
12 M C  Northern Na!~rral Primary Firm Capacily $1_6,000.00- . $1 6,000.00 -31 6,000.00 $1 6,000.00- -_$I 6,000.00 $1 6,000.00 $192,000.00 

/ 
13 Total Revenues ---- $67,530.24 - - L  $67 473 60 - 1  $67 850.55 --I $69,460.80 

Expcnses 
Norihern Nalural Gas Services: 

Primary F~ rm  Pipeline Capacily 
Demand Charges 
Commodity Charges 
Fuai Reimbursemsnl 

Firrn Caferred Delivery 
Capacily 8 ~eserva\ ion Cherges 
Injection / Wilhdrawol Charges 
Fuel Heimburserncnl 

EJEC Evlanayemonl Foes 
1998 Property Taxes - Paid in 199S 

26 Tolal Expensos 

27 Prs-tax Operaling lncama 



Northi4dostarn Partnar Erilities Exhlbil--(TPH-4) 
iD96 Pipe!:m Cspsclly PFO]QG~ Page 4 01 4 
Aclusl Oporaling FWiuiis by F!ow Llionlh 
Tasl h'oar Ended December 31, 1998 

2 Primary Firm Pipelins Capacity - NNG 
3 Wionlhly Receipts - Mknet~s 1-55,0.@0.0 140,000.0 155,000.0 150,000.0 155,000.0 150,000.0 
4 Fuol Reimbursernenl % 1 .$a:; 1.9846 I ,98% 1.98% i .9e0/o 1.53% 
5 Fuol Gross-up - MMBlius 158,131 .O 142,828.0 158,131 .O 153,030.0 158,131 .O 152,330.7 

I S Fuel Reirnbursornant - MtvSBIus 3,131.0 2,820.0 3,131 .O 3,030.0 $131 .O 2,330.7 
7 IFFCM-Vsnlura Rnle per MMBlu $2.97 $1.96 $2.15 $2.i8 $2.1 5 $1.92 
8 Fi.161 Reimbursement - $ $6,794.27 $5,542.88 $6,731.65 $6,605.40 $6,731.65 $4,474.8.1 

I 9 Fim Goleired Delivery - biNG 
10 Ii$e~!is: V d i i i i , ~ ~  - %?4!?!?: 
1 i Fuol hsimbwsement X 
12 Fuel Gross-up - MUl3tus 
13 Fuel Reirnbi~rsemant - MP.4Btus 
1 4  IFFOWVenlura Rote per Mh/iBlu 
15 Fuol Reimbursement - $ 

16 Primary Firm Pipeline Capacily - NNG 
17 MorrZhly Rcceipls - MttrlBlus 
18 Fuel Reirnbursemeni'O,b 
19 Fuel Gross-iip - MMBlus 
20 Fuel Rsimbursemenl - MMBlus 
21 IFFOM-Venlura, Rate per h!M9!u 
22 fuel Reimburse~mmt - $ 

23 Firm Delerred Delivery - NNG 
24 injeclion Volumes - Wth4Ett.1~ 
25 Fuel Reimbursenien! 4b 
26 Fuel Gross-up - lAMS!us 
27 Fuel Reimbursement - F/)hlBfus 
28 IFFOM-Ventura Raie per hlMBlu 
29 Fuel Rairribuisernant - $ 

Julv Augusl Seplernbor Oclober November December Year - -. --.I. - -- ----. - -- 

( 5 )  (4 (dl ("k (1) (9) (h) 



s as it relates to Exhi 



Exhibit(TPH-5) 
PER S 
s Firm Capacity Releases - MMBPus 

Capacity Capacity Capacity 
ProduWn Fadease Production Release fielease 

Month CrebliSs-MMBtus Month Credits-MMBtus Genefit-MMBtus 

F&. 99 

Mas. 97 

May 97 

629,293 Nsv. 95 
1 

808,817 -+3cc 95 
--- 

4\ 

L. 

803,188 Jan. 96 

792,730 Feb. 96 

734,53 5 Mar. 96 

574,036 May 96 

Jun. 97 59 8,238 Jun. 96 388,568 129,670 

Jul. 97 679,555 Jul. 96 498,731 1 88,824 

Aug. 97 334,683 Aug. 96 336,411 (1,728) 

Sep. 97 1 67,725 Sep. 96 71 5,244 (547,519) 

@cP. 97 590,645 8ct. 95 850,334 (259,689) 

Totals 



Contract between NNG a d  N 



February 6 ,  1997 

Mr. Tom Witchcock 
Northwestern Energy Corporation 

', 
m e n t  reflects commitments made by Northern 

onhweaern Energy Corporation ("NIX"). 

s) -3-- , LC k res.zn-Lcrlm fie udi be qd -XI $53 ci43 rrr;l~& ~ f A y 9  xim~&.3(3 - 
?G * 5rs of 

?lcn-ah~ &mu& s a d 4  zad a rz~e @ ?a to! ~&m mre prmi&d in 
~5t*a>s T& in ackkitim to Y&DZ EWS ,p\l~.g: ~ t r ;  1312 e ACA 
s r m ~ ~ ~  appE&ie CU sudmg- =id imy mhz- E Z K - q p  
c u m o d i  surrbxgg. LI &&Lm IQ &e zhvc r a e ~ ,  h J C  5 M  a f ~ )  pay my a p p l i d k  he! 

md r~x~ccounrd f i r  hEC h4+m mees - 2 k  &e  rim 4 1  or.!;/ apply to the primary 
deijw-y point(s), inducting gas OIdr3verd iaxo Norxkm's sorage. If-?EC u t i l i z ~  any 
altcmee delivery points the discom SEL fir*& herein wi!! not be a p p i i a b k  zr~d Northern's 
maximum rates will appiy during t k  month that any ! tma?e deiivery points are utilized. 

iiij In no event shall the rates exceed :he maximum rate or be less than the minimum rate 
authorized under Wcrthem's Tariff. In the event the rates zgreed to pursuant hereto are or 
become greater than the maximum or less than the minimum under Northern's Tariff, then 
NEC agrees that Northern will immediately decrease the ra&e(s) herein dowr, to the maximurn 
or increase the rate(s) herein up to the minimum. 

- Part of tho Enron Group of Energy Companioa 



Northwestern Energy Corporation 
February 6, 1997 
page: 2 

iv) In the event that Northern implements an alternative rate design different from that 
existing as of the date hereof or Northern's maximum tariff rate is reduced fiom that existing 
as of the date hereof, the reservation fee and commodity rate(s) sha!l be adjusted to achieve 
the same economic value to both parties. 

v) If it is determined, as a result - of any decision or regulation issued by the FERC or other 
administrative agency or a court of cowetent jurisdiction (i) that any discount provided to 
FEC by Northern would, in effect, reguirc?FJtonkmm to provide similar discounts to other 
shippers, or that the providing of such discounted rates to WEC provides P\TEC an undue 
preference, (ii) that Northern is required to allocate costs to the,service provided hereunder in 
excess of the discounted rates provided for herein, or recognize revenue as if it were charging 
rates in excess of the discounted rates provided for herein, then Northern shall immediately 
notify NEC of any such determination, and if NEC is not a!ready paying the then effective 
maximum transportation rates, the maximum reservation fee and maximum commodity 
raees(s) provided for in Northern's then effective FERC Gas Tariff as revised tiom time to 
time, s h d  be paid by NEC effective five (5) days afier the date of said notice. In such event, 
NEC may terminate this Agreement upon ten (10) days' prior written notice to Northern fiom 
the date of Northern's notification to NEC. 

vi) The primary receipt point shall be Ogden, IA (POI: 98) and the primary delivery points 
will be as specified in Appendix A. 

vii) For ser~ice during the summer months of April through October, upon providing at 1wt 

tkiriy (30) days advance written notice to 'mC, but no later than July i of each year, 
Northern shall have the unilateral right to reduce or terminate the discount applicable to the 
fk-rn throughput sewice agreement. In such event, shall have the option to notify 
Northern within ten (10) days of the above ncltice fron! Northern, to terminate the firm 
Throughput Service Agreement to avoid paying the increased transportation fees. 

viii) For service during the winter months of November through March, upon providing 
zdvance written notice to NEC by July 1 which precedes the November service, Worthern 
shall have the unilaterat right to reduce or terminate the discount applicclble to the firm 
thrcjrrghput service agreement. In such event, NEC shall have the option to notify N o ~ h m i ~  
within ten (10) days of the above notice from Northern, to terminate the firm Throughput 
Service Agreement to avoid paying the increased transportation fees. 



Northwestern Energy Corporation 
February 6 ,  1997 
page: 3 

3 .  Each party agrees that it will maintain this Letter Agreement, all of its contents a d  
subsequent documentation and comunications in stria confidence md that it will not cause 
or permit disclosure thereof to any third party without the express vgitten consent of the other 
party except to the extent necessary to comply with valid laws, regulations or orders of any 
court or agency having jurisdiction. However, in the mait a party becomes avarue of a 
judicial or administrative proceeding or request that har re~hli1d or that m y  r d t  in such 
disclosure, it shall so notie the otheffpxty- dy apt$ will also take dl actions necessary 
to maintain the confidentiality of all co~nrnu~&-~  md d o a u n ~ .  '-. 

Uce President, Transprtarlon 



Northwestern Energy Corporation 
F e b ~  6, 1997 
page: 4 

APPENDIX A 

Shipper: Northwestern Energy Corporation '.. 
\ 

Contract Volume: 5,000 MMEWday 

WIDP 
Twe POI Point Description Jan/Dec 

RZP 9 8 Ogden 5,000 

TOTAL RECEIPTS: 5,000 

40% W rookings 

4036 Huron 

DP 41 07 Volga 





This ABERDEEN CITY-GATE TRANSPORTATION SERVICES AGREEMENT 
("Agreement") is made and entered this B* day of I 

4996, to be effective November 1, 1996, by and between NORTHWESTERN 
ENERGY CORPORATION, a South Dakota corporation, herein referred 20 as 
"Seller", and NORTHWESTERN PUBLIC SERVtCE COMPANY, a Delaware 
corporation, hereinafter referred to as "Buyer." - 

SS '-. 
\ 

WHEREAS, Seller has purchased transportafion capacity on the Warner 
pipeline from Nekota Resources, lnc., with such extending from an 
interconnection on the Nortbem Border Pipeline south of Aberdeen to the 
Aberdeen cibpgafe of Buyer; and 

WHEREAS, Buyer has the desire to have competitive retail natural gas 
rates in South Dakota and to obtain the services of Seller to deliver a 
cokpetitiwely priced upstream pipeline tra..nsportation capacity for delivery of 
natural gas to Buyer's distribution system in Aberdeen. 

NOW, THEREFORE, in cmsideration of the premises, the mutual 
convenants and agreements Ihefein contained, and other good and valuable 
consideration, the receipt and sufficiency of which is hereby acknowledged, 
Seller and Buyer do hereby agree as follows: 

A. Seller agres to receive from Buyer for transportation on a firm 
basis quantities of natural gas tendered by Buyer on any day at the 
Prirrray Receipt Poinf(s), and Seller agrees to transport and deliver to 
Buyer at the Deiivey bsint(s) up to the MDQ in accordance with the tsms 
and conditions se: forth in this Agreement. 

8. The Maximurn Daily Quantftlr ("i\/ii3QWj shall be 15,000 Debthems per - 
day at the Delivery Poinl(s), subject to acy adjustment allowed under this 
Agrwmerk 

C. Subject to and condition& upon gas and transpariation capacrty being 
z ~ a i l ~ l s  !s Selier, Seller will exercise due diligence ar?d good faith to 
provide truls,prtziion overrun service ( i.e. a quantity of gas in excess of 
the MDQ ) to Buyer on a reasonable efforts basis at the rate set forth in 
Article 11, A. 



A. MonPhfv Demand Charqe: Buyei shall remit to Seller each month a 
FAonthly Demand Charge equal to the higher sf $3.20 t'nmes the total MDQ ' 
or Mty-fie (55) percent of NPS' weighted average monthly Northern 
Natural Gas f F  (Market Em) capacrty costs, at maximum FERC 
a~proved base rates. The determination of the calculation of such 
weighted average monthly rate, to oe effective Novembor 1, 1996, is 
shown on Appendix B to this Agreement. If Buyer exmecis the MDQ on 
any given day, the transportation overrun Dskathems will be billed at the 
then applicable 4 OOoh laad fador demand rate. --. 

A. The Delivery Points(s) shall be the'points of intsrconneclion be 
the facilities of the Warner. pipelint? of Nsksta&soums, !nc. and Buy8r 
at Buyer's town border station in Aberdeen, South Dakota. 

. The tern of this Agreement shall be ten (I)  years cornmei~cing on 
November 4 ,  7996 and ending on October 31, 2006, subject 80 the ather 
provisitxs of the Agreement. 

'The sele of transportation capacity hereunder shdi be subject to ths  
Gsnenll 'Terms and Conditions anached hereto as Appewdix A and 'made 
a part bereof. In the event of a csm'flid lue'meen the foregoing pmvkions 
of this Agreement and the foilswing Gsnsml Terns and Candilions 
attached hersto 2% Appendix A ,  the foregoing provisions shall govern. 



IN OF, each said parties has caused Phis Agmment to 
be executed in its corporate name and its corporate seal to be affued and 
witnessed by its officers thereto duly authorized, the Day and Year first above 
written. 

EST ERN ENERGY CORPB 



APPENDIX A 
ABERDEEPJ CITY-GATE TRANSPORTATION SERVICES 

AGIZEEWMT 

GENERAL 'TERMS AND CONDlTIONS 

A. For the puT&-of this Apement the following definitions shall apply: 
\--. , 

"BTLP' (British Thermal ~ni?j%the amount of energy required to increase 
the temperature of one (1) pound of waer one (1) degree Fahrenheit at fifty- 
nine (59) degrees Fahrenheit. '-.. 

"Contract Year" is a period of twelve (12) ccnsecutive Months commeinciwg 
and endnng at 9:W o'clock a.m. Central Clock Time on November 1 unless 
otherwise agreed. 

"Cubic Foot of Gas" is the mount of gas necessary to fill one cubic foot of 
space when the gas is at a temperature of sixty (60) degrees Fahrenheit and 
under an absolute pressure of foupteen and seventy-three hundredths (14.73) 
puncis per q u a  inch. 

"'Day" is a pe r id  of twenty-four (24) consecucjve hours beginning and 
ending at nine (9) o'clock a.m. Central CImk Time ("CCT') or at such 
oher exme as Buyer and Seller may a p  upon. 

"Delivery PointQs)" is the point or p~iwis designated in this Agreement 
where Seller's supply is sold and purchased hereunder and delivered to 
n - myer. title to and possession of SeIler's supply passes h m  Seller io Buyer 
at such pint(s). 

"G2d7 or LLFJz;wd ~ ' *  is any mixtuse of hydmcar$ons or of h y d ~ w a r b n s  
and nm-combmtible gas, in a gaseorls swe, cansisting essentially of 
mcrhmc: or dl nnexhmtabie gases that comlcom to the qudi?y . - 

,* 

qxcificatitms of the Transporting Pipeline. 

"Total Dry Heating Value" is the number af Btus produced by complete 
combustion, at a constant pressure, of the amosnt of gas which would 
occupy a volume of 1 cubic foot at a temperatwe of 60 degrees Fahrenheit 
on a water-firee basis and a: a pressure of 14.73 p.s.i.a. with air of the sane 
?.emlpem"ugp: and pressure as ~ b e  gas, when the pmiucts of combustion are 
cml& to the initial temperam of the gas and air, and when the water 
forand by combustion has condensed to the liquid state. 



8. "Dekathems" is one million (l.000.W) British thermal units. 

9. "Month" is a period beginning at 9:00 o'clock a.m. Central C l x k  Time, or 
at such other rime as the parties have agreed upon, on the first Day of the 
calendar Month and ending at the same time on the first Day of the next 
calendar Month. 

10. "Monthly Billing Period" is the calendar Month. 

11. "pa*? is Boger or . Seller. -----_ L., 

12. "Parities" is Buyer or Seller. 'l . 
13. "PSI" is the pressure measu~d  in pounds pe?quare inch. 

14. "p.s.i.a." is pound per s q m  inch absolute. 

15. "p.s.i.g." is pound per square inch gauge. 

16. "Quantity" when used to refer to a quantity of gas shall mean the Total 
Ezzrgy Content. 

17. 'Total Energy Content" is that amount determined by multiplying the tota! 
drgr heating va!ue by the vol,urne of gas in cubic feet. 

18. 'Transprting Pipeline" is any piLpeline providing transportation or storage 
service prior to Buyer's c5sQibutian system. 

A. Seller warrants, at the time of delivery, Seller's title to, and its rig$& to sdi, h e  
gas &livered henunder, and warrants that such gas is free from liens, 
encmbrmces, md adverse claims. Seller a p e s  to indemnify Buyer against my 
dimt 'loss, damage, or expense which Buyer may sustain from a claim involving 
gas sold or delivered hcreun&r prior to delivery into the Buyer's distribution 
system. Buyer agrees to indemnify Seller against any direct loss, b a g c  or 
expense which Seller may sustain f r ~ m  a claim involving gas sold or delivered 
t imunhr  after delivery into the Buyer's distribution system. Neither p q  shall 
be liable to the other for indirect, consequential, or special damages reIi%ed to this 
Agreement. 



A Seller shall pay or cause to be paid al! m e s  lawfully ievied on Seller applicable 
to he: gas sold hereunder prior to delivery into the Buyer's distribution system. 
Buyer shdl pay or cause to be paid all taxes lawfully levied on Buyer applicable 
to the gas sold hereunder after delivery into thc Buycr's distribution system. Absent 
Seller's receipt from Buyer of an appropriate sales tax exemption certific 
shdl be obiigsewd to remit to Seller. md Seiler shdl be entitled to collec 
Buyer, my applicable state d e s  tax levied on the sale of gas under his 

A. All gas &delivered hereun&?s~lmeet the quality specifications of the 
Transporting Pipeline and shall be ~ ~ e d  by and in acccrdmce with rhe 
me-e r e q u i m ~  of the Transporting IPiplim, unless the gzs & l i v e d  

wzis nrmeverk!ess accepted by &>Tm.sporting Pipdine and 
the gas that was xeually &IiveYed to Buyer's THZS met tile aat.rittm quality 
specifications set forth in the Transportation Pipeline's 



3. Buyer shall pay Seller by wire transfer to the place and account designated by 
Seller in the Agreement: 

1. On or before the twenty-fifsh (25) Day of each Month dl charges ~ f l e c t e a  
on the invoice rendered by Seller in the current Month pursuant to Pxagnph A of 
this Article; provided, however, that payment shall never be due until ten (10) 
Days after the receipt of the Seller's invoice; and 

2. Any adjustments or aaditional payments shall be paid with the ngxt 
following month's invoice. 

C. Aqy invoiced amo% due-Seller under this Agreement not paid when due shall -- - 
b e z  interest calculated zt the b a y - e y a l e n t  of the Prime Rate plus two (2%) 
p e n t  per mnurn. "Prime Rate" shall mean the per annum rate of interest for 
established comercial customers published from time to time by Norwest Bank 
Seu& Dakota, N.A. 

D. Any payments received from Buyer shdl first be applied to any accrued interest 
due, then to the principal portion of any overdue charges, and lastly to the 
principal portion of any charges currently due. 

E : Seller ,and Buyer shall each have the right to examine at reasonable times the 
h k s ,  S-words and chans of h e  other to the extent necessary to verib the 
acciiLwy of m y  statement, charge or computation made under or pursumt to my 
of the provislwns hemof. 

A. TA~ $em "f~rce majeure7' shd1 mean aces of God; earthquakes, h!!&ii&s, 
lightning, fires, storms, flcods, washouts, freezing of wells or pipelines, 
explosions, mphm of Iines of pi-p, breakage of or accident to machinery, wells, 
ga.therir;g lines, pipelines, c o r n p s s m  or plants or any other interdicting, 
physical eveni; strikes, 1mkouts, or other industrial distiarknces; or wars, riots, 
civil distmbmces, or insurrections; replation or or&r of a govenmacntd agency 
limiting access to gas supply; partid or mtire failure of gas supply over which 
Seller has not control; failure or inability of Tmspureing Pipline(s) to traasprt 

inclement w e h e r  tha necessiuks extraiordinq measures armd expense to 6 

construct facilities andor minlizin qmatims; acts of govenmeneal authoHitics 
having jc~Pisciictioil (including, but not IiPnitesi to, federal, state, or municipd 

' 

entities) which render either party unable to legally cany out their obligations, sr 
which significantly impact a party's ability to meet its commimi=nts under rhis 
Agreement, excepting any govmmmtaI acts made at the request of the party 



claiming force rnajeure: or any other cause or causes beyond reasonable control 
of the party, whether of the kind enumerated or otherwise; provided, however, 
that none of the foregoing shall constitute an event of force majeure unless it is 
not reasonably within the control of the party claiming the occurrence thereof. 
Neither party shall be entitled to claim economic force majeure with respect to 
any a p e d  upon price for the sale or purchase of any services or supply under this 
Agreement. 

If either Seller or Buyer is rendered unable by the occurrence of an event of force 
majeure to c&y out-in whole or in part its obligations hereunder. the obligations 

'---- to make demand charge payments and pa-vments for services performed or 
supplies actually delivered, shall & h p e n d e d  during the continuance and to the 
extent of any inability so caused but for n;;fonger perioQ and such cause shall. so 
far as possible, be remedied with all reasonable dispatch. An event of force 
majeure shall not, however, relieve a p q  of liability in the event or its 
coricurring negligence or for any per id  during which it fails to use reasonable 

e manner diligence to remedy the situation and remove the cause in an adequrt 
md with all reasonable dispatch; nor shall the event relieve a party of liability 
under any circumstances unless the p t y  gives notice and full particulars of the 
s a i e  in writing or by facsimile to the other party as soon as possible after the 
mcumtce. The foregoing cotwithstanding, nothing herein shdl require either 
pmy to seae a strike agzinst its wiX 

*This Apxment shall not be terminated by ieason of any suspension of 
obligations hereunder due to the occu,qence of an event of force majeure. 

Seller may assign. or a security interest in, any or all its rights to or in 
respect of payments ma& or to be made (or due or to become due) under h s  
Agreement. 'This Augeemmt may not otherwise k assigned by either puty 
without the written consent of the other party, which conxnt shall nct be 
urnasonably withheld. Each successor to Seller and Buyer shali be bound by this 
Agreement. 

yaiver. No waiver by Buy= or SeIIer of anyone or more defaults by the other in 
its performance under my provision hereof shall operate or be constructed as a 
waiver of any future default or defaults, whether sf a like or different character. 
No &lay, short of the statutory period of limitation. in asserting or enforcing my 
right hereunder shall be deemed a waiver of or limitation on such right. 



B. Amendment. Any change in the provisions of this Agreement made subsequent to 
the date of execution hereof shall not be bindrig unless made by executed, written 
amendment, and no course of dealing or course of performance between the 
parties. or trade usage. shall be considered in determining the meaning and intent 
of the terms and conditions stated herein. 

C. Third-Partv Beneficiaries. Except as a result of an assignment permitted herein, 
this Agreement shall not g v e  rise to any rights in any person not a signatory party 
hereto. In particular, no person shall be entitled to claim the status of a third- 
party beneficiary with respect to or on account of any provision of this 
Agreement. -- - 

'-----. 
?.\,, D. Headings. The descriptive headmg:, *the articles and sections contained in this 

Agreement are for convenience only and shall not be considered to affect the 
meaning or interpretation of the provisions herein.-, 

E. Notices and Communications. All notices or communications required by this 
Agreement to be given to a party in writing shall be addressed as follows: 

K to Buyer: 
Northwestern Public Service Company 
33 Third Street SE 
la. 0. Box 1318 
Huron, SD 57350-13 18 
Attention: Vice Resiaen t. Energy Operations 
Phone: (405) 352-841 1 Facsimile: (605) 353-8286 

K to Se!ier 
iiikrehwestern Energy Corpomrion 
33 Third Street SE 
P.O.Box 1318 
Huron, SIP 57350- 13 18 
Attention: Executive Vice President 
Phone: (605) 353-8235 Facsimile: (405) 353-8216 

Ml payments by Buyer and Seller shall be wire trimsferred to: 

Win: transfer infomation for Seller: 
Norwest Bank, Huron Ofice, N.A. 
ABA # 
Acct: Northwestern Energy Corporation 
Acct # l8OOQl5237 



Any party may change the address to which notices, communications, or 
payments are to be mt by giving the other party written notice of such change in 
the manner provided for by this section. Receipt or notices, communications or 
invoices shall be deemed effective when received if sent by U.S. mail or date 
faxed or date placed with overnight delivery service unless othenvise provided for 
in this Agreement. 

F. b l i c a b l e  law. The parties' rights and obligations hereunder shall be 
interpreted in accordance with the laws of the State of South Dakota, except for 
any doctrineoi provision thereof that would direct the application of the laws of 
another state. Any legal &&%mnder this Agreement must be bmugllt before a 
c o w  in the State of Soutk ~akota""- 

-'\ 



X B 
WTAWOM SERVICES AGREEME 

Betwean 
Northwestern Public Service Company and 

Northwesten Energy Corporation 

Original 

NNG Northwestem 
Maximum Public Service Months 

NNG TF Rats Schedule Base Rate MDQ with NNG of MDCl WsigMed $ 
.Per Dekathem Dekathsm 

Rates and MDQ Eff srdive Nov. 1, 19% 1 2, 
ll. 

TF -12 Base 
TF -12 Variable 

55% of Weighted 
Rate per FADQ 



Between 
Northwestern Public Sewice Campany and 

Northwestern Energy Carporation 

Rovision No. 1 

NNG Northwestern 
Maximum Public Service Months 

NNG TF Rate Schedule Bass Rate MDQ wiih PING of MDQ Weighted $ 
'-Per Mcathem Dekatherrns 

\ 

12., 

Rates m d  MDQ Effective Nov. 1 ,1997 .. 
'-.. 

T F  -12 Base 
TF: -12 Variable 
F - 5  

55% of Weighted 



APPENDIX B 
ABEWDEEN Cm-GATE TRANSPORTAIION SERVICES AGREEMENT 

Between 
Northwestern Public Service Company and 

Northwestern Energy Corporation 

Revision No. 2 

NNG Northwestern 
-. Maximum Public Service Months 

NNG TF Rate Schedule - B a s  Rate. MDQ with NNG of MDQ - Weighted $ 
Per ~eka the rmbda the rms  

'\ 

Rates and MDQ Effective Nov. 1, 1998 (63 Settlement ~a t&n  RP98-203) . 
\ 

TF -1 2 Base $6.65f30 9.599 12 $63,82438 
TF -12 Variable $7.9870 22,313 12 $1 78,213.93 
TF-5 $1 3.3120 20,313 5 $1 12,669.4 

55% of Weighied 
Rate px MDQ ----- $3.7363 -- 

Higksr of Above 
Rate or $3,2008 -- $3.736_3_ 

menun  Rate (100% LF) 



Between 
Northwestern Public Service Company and 

Northwestern Energy Corporation 

Revision No. 3 

Maximum ~ u b k S e ~ i c e  Months 
NNG T F  Rate Schadule Base Rate MDQ with PhG- of MDQ Weighted $ 

Per  Dekathem Dekatherms . 

Rates and MDQ Effective Dec. 1, 1998 (@ Settlement Rates in RP98-203) 

55% czf Weighted 
Rate per MDU 

$3.2000 

SO. 1 052 



APPENDIX B 
FIRM ABERDEEN CITYGATE 'FPSANSPORTATIOPQ SERVICES AGFIEEMENT 

Between 
Northwestern Public Service Company and 

Northwestern Enargy Corporation 

Revision No. 4 

. . 
NNG No;?hwestern 

Maximum Public S w i m  Months 
NNG TF Rate Schedule Base Rate MDQ with NNG ' 05 MDQ Weighted $ 

Per Dekatherrn Dekz?herms . 

Rates and MDU Effective Nov. 1, 1999 (@ Settlement Rates in RP98-203) 

TF -12 Base 

5fj% of Weighted 
Hate p e r  M DQ 







Elxien Bcsl 
M & i  C. 8 e a . n : ~ ~  

SLic Cichx 
Ehen E. C E ~ T  
T m  E m a n  

Mnchcle XI,  Fmis 
M~vlenc Fisshbnch 
H a h r  fC Eomey 

Shirlecn FuEjc: 
Mary Giddings 

I twis I-Iammond 
Lsli Hcdy 

C m H d  
Lisa Hull 

Cwn J a c o b i  
Bob K n d c  

n-,lnirtc Kolbo 
C h i m e  Lund 

Gregory A P'lov 
%i'& Smgcr 

Kolaylac A i b  Wits2 
0 

State Capitol Building, 
...-.. 

500 East Capitol Avcnuc. Picrrc. South Dakota 57501 -5070 

January 21,2000 

Mr. William Bullard, Jr. 
Executive Director 
SD Public Utilities Commission 
500 E. Capit 
Pierre, SD 57501 --\ 

-\ 

RE: NG99-002 -.. \ 

Please be advised that Commission Staff will not be filing additional camrnsnts on 
the late filed exhibits in the above referenced matter. The exhibits were not timely 
filed and therefore it is inappropriate for the Commission to consider them at this 
time. 

Sincerely, 

'\ 
Karen E. Cremer 
Staff Attorney 

cc: Wusseii C. Moistad, Jr 
David Jacobson 
Robert Towers 



P U B L I C  S E R V I C E  

January 21,2000 - 
-.. 

- = =  . '.\ yW-"uy 

\-\ 
Mr. William Bullard % I  ' ) '  ,. , . .  JAt 1 ' .t ,, j Executive Director 
SO Public Utilities Commission 
Stale Capitol Building 

X N T H  DAKOTA, P U E ~ ~ C  
UTILITIES COp&:L{lSSiQ~ 

500 E Capitol Ave 
Pierre SD 57501-5070 

Fie: Docket No. NG99-002 
Rebuttal Brief of Northwestern Public Service 

Dear Mr. Buiiard, 

I am enclosing the original and ten copies of NorthWestern's Rebuttal Brief in Docket NG99-002 
for filing in this matter. 

If yolt have any questions, please feel free to contact me. 

Chpra te  Attorney 

SS 
enclosures 
ce: A im  Dietrich 

Tom Hitchcock 
Rod Leyendecker 

--. 

. 



P U B L I C  S E R V I C E  

January 21, 2000 

- 
Ms Karen Cremer . - - - -  r 'gq9kT 
S.D. Public Utilities Commission 

c4 b : ~  '-. 
State Capitol Building 1. , 1 

500 E Capitol Ave 
JAW 2 4 223 

Pierre SD 57501 -5070 
\\ 

SOUTH DAKOTA PUBLIC 
UTILITIES cC)PJ:/i~fSsi of4 

Re: Docket No. NG99-002 
Rebuttal Brief of NorthWestern Public Service 

Dear Karen, 

I m enclosing a copy of NorthWestern's Rebuttal Brief in above entitled matter. I have filed the 
original and ten copies with Mr. Bullard. 

If you have any questions, please feel free to contact me. 

Sincerely, 

~us\sell C. Molstad, Jr. 
Corporate Attorney 

SS 

enclosures 
cc: Alan Dietrich 

Tom Hitchcock 
Rod Leyendeclier 



BEFORE THE PUBLIC UTILITIES COMMISSION j ;) , - -  .q 
OF THE STATE OF SOUTH DAKOTA 

,-, ,- 

C SERVICE F 8  
SE RATES FOR 197aAL BRIEF OF 

ESTEWN PUBLIC SERVICE 

In this Rebuttal Brief relevant parties will be referred to aS follows: Northwestern Public 

Service, a division of Northwestern corporation will be referred to as "Northwestern"; the South 

Dakota Public Utilities Commission will be referred to as the "Commission"; and the Staff of the 

Commission will be referred to as the "Staff'. Other entities that will be referred Po in this brief 

include: Northwestern Energy Corporation, a wholly owned subsidiary of Northwestern 

Corporation, which will be referred to as "NEC"; Nekota Resources, hc., a wholly 0~dned 

subsidiary of NEC, which will be referred to as "KekoPa"; Northern Natural Gas Company, an 

unrelated interstate pipeline company, which will be referred to as "NNG"; and Northern Border 

Pipeline Company, an unrelated interstate pipeline company, will be referred to as "NBPC". 

References to the transcript of the hearing held on October 20, 1999, will be by page number as 

fo!lows: (TR__). Exhibits admitted at the hearing will be referred to by exhibit letter or number 

Nosi.hWesiern relies on its recitation of the facts in the Abstract of Evidence in its Initial 

Brief. PlorthlWesiern will not reiterate the facts of this case unless it is necessary to the 

understanding of the issues. 



ARGUMENT A B AUTI-DBRIN 
ISSUE ONE 

The charges for capacity on the Nekota Pipsline included by NoahWestern in its 

PGA filings are just and reasonable and consistent with NorPhWestesrn's adjustment 

clause. 

Staff in its Brief would like to limit Northwestern's recovery to the construction costs of 
.. 

the Nekota Pipeline of $1 .185,000. Staff cites SDCL 49-34A-25 as authority for its position. 
1- --. 

The statute aElows an automatic adjustment of c h e s J h a t  are in direct relation to the delivered '. 
cost of gas. This statute does not confinc purchased gas adjustment recovery costs to 

construction costs. If the statute was intended to cover only construction costs, and not other 

costs of the project, it could have stated that in the statute. Instead the statute states that 

delivered costs of gas can be recovered through the purchased gas adjustment clause. The 

question for determination is what were the costs of the Nekota Pipeline project. 

Commission Staff would like to characterize the costs set forth in (Exh. 3) as "creative". 

The method used to construct the pipeline was a creative response to an immediate and 

complex problem. However, the costs incurred in completing the project were real. As the 

iecord indicates, through ihe testimony of Tom Hitchcock, the $568,000 paid by NEC to NNG 

was an indispensable cost of the project. As Mr. Hitchcock testified, Northwestern had a 

contractual obligation with NNG whereby NNG was Northwestern's exclusive pipeline facility in 

South Dakota (TR 26-7; Exh. 2). As unpleasant as it was to Northwestern at the time, the 

$588,000 was one of the terms insisted upon by NNG to help them recover some af their 

revenues due to the proposed by-pass Aberdeen pipeline. It was not creative, it was not blue 

sky, it was absolutely necessary in order for the project to happen. There is nothing in the 

record that would contradict this undisputed fact. The $588,000 paid by NEC for 5,000 MMbtu 

of capacity, along with the administrative costs, pre-tax return, property taxes and construction 

costs all constituted parts of the total project costs. All of the costs were "directly related" and 



part of the delivered cost of gas to Aberdeen. Therefore, under SDCL 49-34A-25 these are 

properly recovered under the purchase gas adjustment filing. 

Staff in its footnote on page 3 of its Brief, states that Northwestern did not explain why 

70% of the project costs were assigned to Northwestern, when its contract with NEC assigns to 

it only 15,000 MMbtu, or 62.5% of the pipeline's 24,000 MMbtulday capacity. The record does 

not support Staffs position. Northwestern did explain the percentages and the assignment of 

project costs at the hearing (TR - 56-57 (Exh. 3). NorthWestern has the right to use 100% of the 
\ 

Nekota pipeline's 24.000 MMbtu capacity?The-total capacity assigned for the project includes 
\ 

15,000 MMbtu for Northwestern on the Nekota p i p e h a o r  Aberdeen. 1,500 MMbtu for NEC on 
I.. 

the Nekota Pipeline, if not required by Northwestern, and 5,000 MMbtu for NEC on the NNG 

pipeline. The total capacity for the project was 21,500 MMbtu. The 70% share in the cost was 

arrived by dividing Northwestern's 15,000 MMbtu by the total MMbtu for this project of 21,500, 

or 70%. This 70% allcmtion included all aspects of this project, including the 5,000 MMbtu in 

transportation services purchased by NEC from NNG for $588,000. Finally, per its contract with 

NEC, Northwestern can overrun its assigned capacity on the Neltota Pipeline, up to the 

pipeline's capacitj of 24,000 MMbtu, for a minimal fee for that is far less than it would have had 

to pay NNG for the same capacity (TR 44). 

Staff takes the position that the $576,000 being charged to ratepayers is excessive. A 

quick review of the facts of this case does support that position. Northwestern is only passing 

on those costs that were necessary for the consti-uction and Northwestern's abilib to utilize the 

pipeline. Commission Staff has taken a very narrow approach on this issue, and seeks to limit 

the Cofi~rnission's consideration to the actual construc:isn costs of the pipeline. Staff Witness 

Jacobson admitied at the hearing that he failed to take into consideration in making his 

recommendation on this issue the many additional benefits to Northwestern customers that 

came from this project. I think it is important to outline these benefits again: 



Northwestern's right to use the Aberdeen capacity elsewhere on its system (TR 

1 49); 

The improvements to allow Northwestern to meet its peak day capacity (TR 149- 

150); 

The elimination of the pressure problem at Aberdeen (TR 150); 

The ability of NmhWestern to reassign its delivery point capacity throughout its 
Z 

system on NNG, and the ability-!o avoid point-to-point penalty charges (TR 150); '-. 
-1 

The exchange of essentially valueless field capacity I for 7,000 MMbtu of valuable 
\ 

market area capacity (TR 62, 63, 150); and 

The ability to increase margins for Northwestern by having increased potential 

sales to interruptible customers through sales of capacity released (TR 151). 

In addition to the benefits listed above, significant monetary benefits were received by 

NorthWestern's customers as a result of this project. If Northwestern had continued lo receive 

firm capa.city from NNG instead of constructing the pipeline, it would have paid 1.2 million 

instead of $575,000 annually for such capacity (TR 36-37; Exh 3). In addition it would have 

remained obligated to NNG for its exclusive transportation of natural gas (leaving it less options 

for the future needs of the its system). Furthermore, Northwestern would not have solved the 

other problems on its system including operational concerns, less valued fuel capacity, and 

delivery point capacity that was not aligned with its needs. 

It should be noted that this entire project and the resulting purchased gas adjustment 

costs were the result of NorthWestern's attempt to get competitively-priced pipeline capacity to 

meet the needs of not only Northwestern's residential and business customers, but also the 

agency customers of Northwestern. Northwestern needed to acquire additional firm capacity to 

protect its high priority customers from a potential disruption of service. Commission Staff in its 

brief argues that NorthWestern's rate of return is unreasonable because it did not seek other 

bids for a comparable pipeline built and owned by others. First of all, Tom Hitchcock testified 

. . 4 



that Northwestern was familiar with the cost of constructing a pipeline and that it had a good 

history with the company that was going to construct the pipeline. He further testified that the 

costs of the Aberdeen pipeline based upon their history and knowledge were very reasonable 

(TR 66-67). Northwestern chose not to litigate the "exclusivity" provision of its contract with 

NNG. That course of action was fraught with large costs, long delays and an uncertain result. 

Therefore, contrary to Stafs-position, NorthWestern did review all of its options, and the costs . 
1 

being paid to NNG prior to the construction on-!%pipeline. It is easy to second guess and 
', 

criticize the review process used by NorthWestern; however, qne is hard pressed to criticize the 
\ 

benefits to Northwestern's customers generated as the result of the pipeline. 

Staff cites the case Application of Montana-Dakota Utilities Co. for Authoritv to Establish 

Increased Rates for Electrical Services as support for its position that Northwestern's cost were 

unreasonable. First of all, as alluded to in NorthWestern's Initial Brief, this case specifically , 

noted that a regulated rate of return could be applied to an unregulated company. This is 

the case here. NEC's unregulated rate of return should not be set at Staffs proposed 8.53% 

regulated rate of return. Based on the reasonableness of the course cf action taken by 

NorthWestern, and the cost ($3.20 compared to $6.25), NEC's 9.60% rate of return is nct 

excessive. Impofiantly as outlined in the Montana-Dakota Utilities Co. case, and as recognized 

in Staffs brief, the Court said it was more cancerned with the result than the method employed. 

The numerous benefits to NorthWestern's customers resulting from the consiruction af the 

pipeline have been discussed and outlined. If the result is the standard, then NorthWestem has 

unequivocally met that standard and Northwestern's $576,000 share of the project is certainly 

reasonable and should be approved. 

Commission Staff states in its brief that it is not possible to determine the basis for the 

$588.000 cost of this project. That is not the case. Mr. I-litchcock in his testimony and as set 

forth on (Exh. 3) testified that the $588,000 was paid by NEC for the purchase of 5,000 MMbtu 

of transportation and firm delivery service on NNG's pipeline. This portion of the entire project 



cost was implemented in order for NNG to delete the clause in its contract with Northwestern 

which made NNG the exclusive carrier of capacity for Northwestern in South Dakota to provide 

better alignment of its capacity, and to turn back useless field capacity for valuable market 

capacity . The basis of the $588,000 was established. NorthWestern has filed the requested 

late-filed exhibits prior to the filing of this Rebuttal Brief. Commission Staff had the informat.ion 
\ 

in this late-filed exhibit explaining the ba3shrthe $588,000 as an exhibit in the main rate case, 
'1 

but has chosen to ignore it and the testimony of Mr. ~%?hcock at the hearing. 
\ 

Staff in its brief objects to the admission of ~ o r t h ~ e s t e r &  late-filed exhibits. Stah. did 

not bring to tdorthwestern's attention that the exhibits had not been filed until it was noted in 

their brief. Northwestern filed the exhibits immediately upon learning of the omission. 

Northwestern apologizes for inadvertent delay in filing. However, there was no time limit set to 

file the exhibits. Northwestern has agreed to allow Staff time to respond to the exhibits. Finally, 

Staff had the following exhibits during its review of the main case: (1) calculation of pre-tax 

return and (2) contract between NEC and NPS. No prejudice has resulted from this. Staffs 

position on this issue is without merit. 

Commission Staff cites the case of Consumer Power Cornpanv v. Michisan Public 

Service Commission, et a!., in support of the proposition even if the pipeline was necessary that 

all costs associated with the construction of the Nekota Pipeline were reasonabte and prddent 

and capable of being passed on to the ratepayer. The facts of that case are not similar to the 

facts in this matter. In the Consumer Power Company case, the company entered in to a 

ccniract with one of its customers, James River, and it k t  $1.5 million in revenue as a result of 

the special rste it gave to that company. In the present ase ,  the result of the Nekota Pipeline 

project was to save the customers over $500.000 per year in capacity charges, an additkmal 

$200,000 per year savings as a result of additional capacity release credits. together with the 

previously listed benefits to NorthWestern's customers through improvements in the system 

itself. The PSC in the Consumer Power case put conditions on consumers as part of the 



approval of the contract because of the 1.5 million dollar loss. Not only in the case before this 

Commission is there not a loss resuliing in additional cost for the customers, but there are 

ncrnerous benefits to customers both monetary and non-monetary. 

Finally, Commission Staff argues in its Brief that SDCL 49-34A-25 deals only with errors 

found in the filing and does not allow the Commission Staff to assess the reasonabicness of the 
--. 

commodity or the delivery costs and purchasing -. practices. However, a closer review of the 
\'.. 

sbtute demonstrates that this is exactly what this statute-does, in fact, contemplate. The statute 
\ 

authorizes the Commission to require by order that the public utilhy file e bond or dher security 

upsn such t e n s  and conditions as the Comrnission nay require and for such purposes as 

contained in 49-34A-17 and 49-34A-22, if the revised rate schedule is in error. This statute is 

intended to address far more than Commission Staff's position that it deals only with filing 

errors, and not unreasonable rates. 

Both sections 49-34A-17 and 49-MA-22 deal with the refund or credit sf rates after they 

have been implemented and later found to be in some way unreasonable or inappropriate. 

SDCi  49-MA-I7 deais with implementation of rates subject to refund. SDCL 49-34A-22 deals 

with the future rate reduction or credit as an alternative to refunds after a suspended schedule 

has been put into effect. In both cases, the statutes deal with the impiementation of rates 

initially srnd either a refund or rate reduction or credit being irnplemented after the Commission 

reviewed the proposed rate increase. Therefore, it is abundantly clear that SDCL 49-34-25 

which is the basis for the purchased gas adjustment is intended as a statute to mandate that the 

Commission file objections to the revised rate schedule within ten days of the fiiing or they are 

deemed approved. If they file the order within ten days, the rates are implemented subject to 

:he provisions of SDCL 49-344-22. and SDCL 49-34A-25. If no order is entered, the fili~gs are 

approved and not reviewable. The record is clear, that Northwestern filed the purchase(! gas 

adjustment filings in this case from 1996 to the present. The record is also clear that the 



Commission has not entered any order within any ten day period as required by the statute. 

Therefore, pursuant to this statute, the rate fiiings have been approved. 

llSSUE ?WWO 

The previously filed amended purchased gas adjustment. clause filiin 

estern are deemed approved by the Commission and zre not subject Pa refund. . - 
Commission Staff in its Brief tries40 discredit Northwestern by stating that the new 

-'.. 
1.. 

purchased gas adjustment form filed by Northwestern-as coincidentally tied to this project. 
\ 

The record does not support those assertions. First of all, the change in the purchased gas 

adjustment form came as a result of a challenge by PAM Natural Gas to Northwestern's 

purchased gas adjustment filing and rates in general (TR 45). Commission Docket NG96-015 

resulted In a new stand alone purchased gas adjustment filing. Therefore, the new format WF 

the result of a challenge by a third party and not done intentionally by Northwestern as Staff 

would like the Commission to believe. Furthermore, as part of that docket, Northwestern 

proposed and submitted to the Commission Staff in an exhibit the proposed new format that 

listed ?he Aberdeen pipeline project, which is the subject of this matter. 

The Commission approved the Aberdeen pipeline rates in its December 1, 1996 Order 

(Exh. 6) following that hearing. The Nekota costs assigned to Northwestern were included in 

proposed and approved work papers for the PGA true-up accounting in NG96-015, and these 

costs were incorporaied into the tariff rates that were approved to be effective December 1, 

1996 \TPR 52). (See Exh. 6) Northwestern admits !hat it could have been clearer in noting the 

Nekota Pipeline had been added to its purchased gas adjustment filings. However, ths method 

of denoting the Aberdeen pipeline was the same as what has been used in all previous and 

subsequent filings for the individual charges. None of the other filings specify the supplier of the 

product or sewice (i.e. Nekcta). It should be noted, however, that this was a new item, and 

therefore Commission Staff couid have discovered a new purchased gas adjustment for an 

additional $576,000 and as, far the first time, Northern Border was attached to an Aberdeen 
-\ 



purchased gas adjustment cost. In any event, nothing will be accomplished by finger pointing in 

this matter. It was just an unfortunate lack of communication that has resulted in this issue 

coming before the Commission three years later. Both Staff and Northwestern can and will do 

a better job in the future of explaining and identifying these costs. However, the fact of the 

matter is, there is no authority for the denial of the purchased gas adjustment just because Staff 

feels that there was insufficient notification or identification of the purchased gas adjustment 

costs in this filing. - 
--'-==== % 

Commission Staff relies on SDCL 49$34A$-and 49-34A-26 as precedents for its pos~tion 
---. 
\ 

that the purchased gas adjustment cost filings are subject to refund. Both of these are statutes 
\ 

that generally set forth the powers of the Commission. Neither of those statutes deal with the 

specifics of a purchase gas adjustment filing. It should be noted that purchased gas adjustment 

filings are regulated by a specific statute, namely SDCL 49-MA-25. It is North'vVestern's 

position that this specific statute overrides any general powers that the other two statutes may 

give the Commission to cause a refund to be issued in this matter. It is a general rule of 

statutory construction that a specific statute overrides a general statute. Thomas v. McMea!, 

444 N.W.2d 231,237 (S.B. 1989). SDCL 49A-34A-25 addresses the specific purchase gas 

adjmtment filings and therefore prevails over the general provisions of SDCL 49-34A-22. See 

also Rrleverink v. NorthWestern Public Service, 391 N.W.2d 180, 184 (S.D. 1986). If the 

legislature had intended that purchased gas adjustrnenl filings were subject to refund after 

approval at any time, the provisions of SDCL 49-%A-6 and 49-34A-26 would not nave 

addressed the filings in a special statute. SDCL 49-34A-25 sets forth a procedure specific to 

purchased gas adjustments ar;d gives them special automatic adjustment and rules to follow to 

object to the filings. 

The purchased gas adjustment filings were initially approved by the Cammission on 

December 1,1996. Subsequent filings have been made in the exact same manner for the 

$576,000 amount which is the subject of this action orc a mcnthly basis up to and including this 



date. Upon Staff review and recommendation, the Commission under tho statute could have 

filed an order requiring a bond within ten days of any one of the filings in order to give it the 

ample time to review the reasonableness of the charge and to subject the filing to refund, credit 

or other rate adjustment as set forth in that statute. The lack of any Commission action to enter 

an order in this matter leaves the rates approved pursuant to the statute. The Commission has 
-. 

adopted no rules dealing with PXA filings, . and Northwestern has tendered its filings in a . , 
manner consistent with the statute and its app&2d-.tariffs. Although Northwestern believes the 

\ 

procedure gives adequate protection to the ratepayers, if a chaPige by statute or rule shcruld be 

made, it is a function of the legislature (statute) or the Commission (rule) to make those 

changes. 

Commission Staff relies on the case of Northern Michiqan Water Company v. Michiqan 

Public Service Commission in support of its argument that the Commission can cause a refund 

in this maner. The facts of the Northern Michiqan Water Company case are not in alignment 

with the facts of this case. First of all the Northern Michiqan case was not a case involving a 

purchase gas adjustment. In the Northern Michiqan Water C o m ~ a n ~  case, the Water Company 

revied base rates without Commission approva!. In the case before this Commission, the 

purchased gas adjustment tariffs allow for automatic increase subject to challenge. The 

purchased gas adjustment filings were riot chailenged by the Commission and therefore are 

approved. 

CONCbUSlO 

In 1996 MortlWestern was faced with a number of challenges. In the best interes!~ of its 

customsrs? it sought to meet those challenges by construction of a pipeiiiie that was greatly 

beneficial to NorthWestern and its customers. The $576,000 in charges to NorthWestern 

rscovered through the purchased gas adjustment charge by Northwestern, are costs direct!y 

related to the project. Without the inclusion of all of those costs, the pipeline would not have 

been built and NorthWestern's customers would not have received the benefits that have been 
-\ 

- . 
I p 



set forth in Northwestern as established in the record. Therefore, pursuant to statute, all of the 

charges are allowable through the purchased gas adjustment. The charges are not only 

allowable under the purchased gas adjustment statute, but they are fair and reasonable when 

compared to what Northwestern's customers would have paid if the project would not have 

been completed. 

In addition, there 7s nosupport either in law or fact to support Staffs request that . 
\ 

Northwestern's previously filed amended purchased gas adjustment clause filings be subject to 
-'. 

refund. Northwestern made the PGA filing that was approved-by the Commission in December 

of 7996 and the same adjustment has been included in every monthly filing for three years in full 

compliance Northwestern's PGA tariff, without any objection, suspension or order by the Staff 

or the Commission. There is no evidence to indicate Northwestern did anything unlavdul or 

improper. Furthermore, the evidence shows that the charges were filed in good faith by a 

company that was proud of what it had accomplished For its customers. Although lessons were 

!earned by both Northwestern and the Commission Staff regarding ways to make the filings 

more recognizable, and unclerstandable, it does not make the previously filed amended 

purchased gas adjustment costs filings subject to refund. Northwestern s~bmitrj that the 

Commission should uphold NorthWestern's purchased gas adjustment and should adopt the 

findings submitted in NorthWestern's Initial 6rief.l 

Dated this 21st day of January, 2000. 

Respectfully submitted, 

JdQRTHWESTEFIN PUBLIC SERViCE 

. . 
Alan D. Dietrich 

Corporate Attorney I Vice President - Legal Administration 
Northwestern Corporation 

1 NorthWestern notes that Staff has failed to submit proposed findings with its brief, as 
required by ARSD 20:10:01:25. 
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On June 1, 1999, NorthWestern.,Public Service, a division of Northwestern Corporation 
(NWPS), filed wiih the Public Utilities Commissi~~Commission) an application to increase natural 
gas rates in South Dakota. The application sough't anpverall increase In rates In the amount of 
$2,108,112 or approximately 6%. The Company requested a change In rates to become effect~ve 
for billings after July 1, 1999. ' \ 

At rts regularly scheduled meeting of June 22, 1999, the Commission found that pursuant to 
SDCL 49-1A-8, NWPS shall be assessed a filmg fee as requested by the executive director up to 
the statutory lim~t of $100,000 The Comm~ssion further establrshed an rntervention deadlrne of July 
22, 1999 Pursuant to SDCL 49-34A-14, the Cornmisslon suspended the operation of the schedule 
of rates proposed by NWPS for 90 days beyond July 1, 1999 By Order dated September 14, 1999, 
the Comm~ss~on further extended the suspension through December 1, 1999 

The Commission scheduled the matter for hearing on October 20-21, 1999, startmg at 9 30 
A.M. CDT, on October 20, 1999, in Room 413, State Capitol, P~erre, South Dakota. On October 18, 
1999, Commission Staff notified the Commission that NWPS and Commission Staff had reached 
a s,et?lernent agreement which increased the rates in the amount of $1,279,025. Staff requested that 
the Commission consider the settlement agreement on October 20, 1999 An Issue related to 
NV'PS' purchased gas adjustment (PGA) was separated from the rate case issues and was heard 
at the October 20, 1999, hearing. The issue was whether NWPS was entitled to recover certain 
costs it had placed in its PGA. On November 1, 1999, at a regularly scheduled meeting, the 
Cummission approved the settlement agreement with an sffective date of December 1, 1999. The 
PGA issue was briefed by NWPS and Commission Staff. 

At its April 13, 2000, meeting, the Commission considered the remaining PGA issue. The 
Commission found that the portion of the $588,000 for capacity costs from Northern Natural which 
NWPS has placed in its PGA is not a recoverable cost under the: fuel clause and ordered NWPS to 
remove that amount from its PGA. The Commission further found that the allowed pipelme cost of 
service shall be the following costs listed on Exhibit 3: the pre-tax return, properly taxes, and 
administrative costs of the Aberdeen pipeline. The Commission furthei found that Staffs request 
for an NWPS refund with interest must be denied as not allowed under SDCL 49-34A-25 
(Commissioner Schoenfelder dissented.) 

Eased on the evidence of record, the Commissron makes the following findings of fact and . 
conclusions of law. 

FINDINGS OF FACT 

1. NWPS is a local distribution company. Tr. at 23. It is a division of NorthWestern Corporation and 
is a utility whose rates are regulated by the Commission. Tr. at 13, 55. 



2. NorthWestem Energy Corporation (NEC) is a subsidiary of Northwestern Corporalion. Tr. at 55. 
NEC is a non-regulated marketing arm of NWPS. Tr, at 8. As a non-regulated marketing entity, 
NEC is able to acquire natural gas su~pl ies and capacity on interstate pipelines and then bundle 
those services to provide individual customers with gas service. Tr. at 13. 

3. Nekota is a direct subsidiary of NEC. Tr. at 55. Nekota was created to hold the phys~cal assets 
of a pipeline that bypassed the Northern Natural Gas (NNG) pipeline by connect~ng to the Northern 
Border pipeline (NBPL). Tr. at 21, 30-31. The bypass pipeline (hereafter referred to as the 
Aberdeen Pipeline) runs from Aberdeen to the NBPL. Tr. at 21, 66. 

--1 

4. As a regulated utility, NWPS tracks the cost;'~i acquiring capacity and procuring natural gas and 
these costs are billed to customers through the purchased gas adjustment (PGA). Tr. at 12. Each 
rnonth the costs that are actually incurred are compared to the costs recovered though rates and any 
differential is trued up and reserved for a future recovery or refundkack to the customer. Tr. at 12- 
13. 

5. In February of 1996, NWPS was experiencing a shortage of firm capacity necessary to meet firm 
requirements. Tr. at 16-17. In order to alleviate this shortage, NWPS considered bypassing NNG 
by building a pipeline to Aberdeen from the NBPL. Tr. at 21. NNG operates a large capacity 
interstate pipeline which provided 49,000 MMBtus to NWPS. Tr. at 23. NWPS also wanted to 
negotiate other provisions with NNG, notably realigning its delivery point capacities and turning back 
field firm capacity for market firm capacity. Tr. at 27-29. Field firm capacity refars to production ar 3 

capacity. Tr. at 28. Local distribution companies which contracted for firm market pipeline capacity 
from NNG were obligated to take field firm capacity. Tr. at 27-28. Field firm capacity was of no 
value to PJWPS due to the location of the capacity. Tr. at 28-29. 

6. On December 21, 1990, NWPS entered into a letter agreement with NNG which stated that 
NWPS agreed to maintain existing firm entitlement levels for a minimum of ten years and use NNG's 
system for all throughput for ten years for communities currently served by NNG (hereafter referred 
to as exclusivity provision). Tr. at 26; Exhibit 2. 

7. NWPS stated that NNG agreed to waive this exclusivity provision if NEC bought enough services 
from NNG. Tr. at 31. NNG also agreed to allow NWPS to realign its delivery point capacities and 
turn back field firm for market firm. Tr. at 31-32; Exhibit 8. 

8. The bypass pipeline was completed in late October of 1996. Tr. at 66. The pipeline cost 
$1 ,'!85,OOO.OO. Tr. at 82. 

9. Effective November 1, 1996, NWPS and NEC entered into an agreement allowing NWPS to 
purchase capacity from NEC on the Aberdeen pipeline. Tr. at 136; Late-f~led Exhibit, Aberdeen City- 
Gale Transportation Services Agreement. NWPS pays all of the Aberdeen pipeline's inspection 
costs and operation and maintenance expenses for the first five years. Tr. at 137. 

'10. On February 14, 1997, NEC entered irito a contract with NNG to buy 5000 MMBtus plus deferred 
delivery service. Tr at 96; Late-filed Exhibit, Letter Agreement between NEC and NNG. The 
apac~ty  is used by NEC for its agency business. Tr. at 79. The contract was for five years. Tr. at 
95. 

11. On Februav 14, 1997, NWPS entered into a letter agreement with NNG. Exhibit 8. The 
agreement contained provisions which waived the exclusivity provision, changed delivery point 
capacity, and allowed the purchase of market firm to replace field firm. Tr. at 38-39; Exhibit 8. 



12 In its November 1, 1996, PGA filing w~th an effective date of December 1,  1996, NWPS placed 
$576,000 00 rnto the PGA and identrfied the amount as "NBPL-Aberdeen capacity " Tr at 134, 136, 
139, 146, Exhib~t 5 This amount actually contained costs assoc~ated with the Aberdeen pipelina 
owned by Nekota and costs paid by NEC to NNG for capac~ty Exhibit 3 Commission Staff was 
unaware that NWPS was flowing costs of an affiliate pipelme through the PGA Tr at 145 NWPS 
conceded that the ~dentrficat~on of the Aberdeen prpeline as "NBPL-Aberdeen capacity" would give 
no indicatron that it was actually an affilrate transaction Tr. at 68 

13. NWPS claimed the following project benefits from the building of the Aberdeen pipeline (1) 
removal of NNG exclusivity pr~vision; (2) increase in peak day p~peline capacity, (3) increased 
reliability; (4) the turnback of field firm cap=@ and conversion to market firm capacity, (5) increased 
capacity credits; and (6) ability to maintain i n k m  t ~ b k  customers on peak days. Exh~bit 3; Tr. at 
37-41. B 

\ 

14. NWPS claimed the following costs of $824,000.00 associakiwith the Aberdeen pipeline. (1) 
$588,000.00 - capacity costs paid to NNG for firm transportation and deferred delivery servlce, (2) 
$165,000.00 -- pre-tax return on Aberdeen pipeline; (3) $23,000.00 -- property taxes on Aberdeen 
pipeline; (4) $43,000.00 -- administrative costs for regulatory review, balancing, nominations, and 
procurement on NBPL. Exhibit 3 NVVPS then assigned 70% of the costs to NWPS and 30% to 
NEC. Id. This assignment was based on a total assigned firm capacity of 21,500 MME!us wr!h 
15,000 assigned to EWPS and 6,500 to NEC. Id. NWPS then flowed 70% of the 3824,000 00 
through the PGA. Exhibit 5 

15. NWPS stated that in order to buy an additional 15,000 MMBtus from NNG it would have cost 
$1 ,lW,OOO.OO annually. Tr at 36-37. 

IS.  NWPS stated that the letter agreement between NNG and NEC for the purchase of 5000 
WlMBtus plus deferred delivesy represented, in part, a buy-out of the exclus1v12y provision contained 
in the 1990 letter agreement between NWPS and NNG Tr at 73-74 However, NVVPS was unable 
to idenlfy any portron of the $588,090.00 that could be attributed to the cla~med buy-out Tr a! 7 0'1 

17. Under the letter agreement between MEC and NNG, NEC buys 5,000 MRdBtus of firm pipeline 
capam at a base rste, plus surcharges, and buys deferred deiivery service at NNG's m a x i n m  rare 
Tr. at 5%. The base rate was $3.00 for the summer months and $3.50 for the v~inter months. Tr at 
97-98. The amount of $588,000.00 was based on actual costs rncurred during 1998 Tr at 98 The 
t~!al amount paid wrll vary from year to year Fr at 96-97 

16 The 5000 MNlBtus is capacity needed by NEC and IS not excess capacity. Tr at 100 When 
NE'Z sells that capacity, it  keeps the revenues associated with those sales f r a1 80 Thus,  the 
revenues ars no! used to offset the amount allocated to NWPS even though NWPS 1s allocated 70% 
af the costs of that capacity. Id. NEC sells that cclpactty to ~ t s  agency customers Tr at 79 

99. NWPS stated that it intended to allocate 70% of the $588,000.00 to NWPS for ten years Tr 
at 1102. When asked why NWPS would be charged 70% of the $588,000 00 for ton years when the 
agrwment %Meen NEC and 6WG was for five years, the respcnse was that NEC wiil need mpac,rty 
beyond five years and, after the five year agreement expired, the cost would probably bs higher Tr 
at 102. 

20. Commission Staff stated that the charges passed through the PGA should "be reduced to a level 
that reflects Nekota's cost of providing the capaaty." Tr. at 134; Exhibit A. Commission Staff further 
stated that this adjustment be made effective retroactive to December 1996 and that the amount 



disallowed be flowed back to the ratepayers, with interest, over a three year per~od through the POA 
Tr. at 134, 139. 

21. The Commission finds that NWPS has fatled to prom that 70% of the $588,000 allocabd to i t  
is a recoverable PGA cost. The $580,000.00 is a cost ~ncurred by MEC for capacity that i t  need3 and 
uses. Tr. at 79-80, Although NWPS maintained the $588,000 00 represented, In parl, a buy-out of 
the exclusivity provision contained in the 1990 NWPSINPJG agreement, NWPS faded to show that 
the rates NEC pays to PING are-higher than normel rates. There was no showing that Pho sgreernsnt 
included additional costs associated witha buy-out of the exclusivity provision NEC needs that 
capacity for itself, sells it to its agency customers, q d  keeps the revenues from those sales Tr at 
79-80. Moreover, NWPS stated that a new contract-ror-NEC capacity would probebly bs higher In 
five years. Tr. at 102. ---. 

\ 

22. NWPS' argument that purchasing additional capacity from WNG would have coat more than 
5576,000.00 ignores the essential prob!em presented in this case: a company may not pass through 
its PGA costs incurred by an affiliate for capacity used by the affiliate. 

23. In addition, the Commission finds i t  very disturbing thal MLVPS would contlnue to be allocated 
70% of the $588,000.00 for ten years when the agreemont between NEC and NNQ wa8 for f ~vs  
years. If the $588,000.00 had indeed represented, in pert, a buy-out of the exclus~vity proviaron, why 
would NWPS continue to pay for that buy-out for an additional five years beyond what FJNG sllogarlly 
required for the buyout? Moreover, at the time the five year agreement bstween NEC and NWI-4 
was antered into, the 1990 agreement that contained the exclusivity provision was ssz lo sxpirs in 
less than four years. Exhibit 2. NWPS' rationale for the additional five years was that NEC would 
need capac~ty beyond the first five years and rates would probably be h~gher Ti. at 102. Of course 
this begs the question as to why, higher costs or nor, NWPS should be responsible for paying for m y  
of NEC's capacity needs. 

24. The Corr~rnission finds thal ~t will allow NWPS to flow through the PC# the costs assoc~ated with 
the Aberdsen pipeline. NWPS slated that ~t was entltlod to all of the cspacity on the pipelirle. T; 
at 43, 57, 93. In addition, NWPS is paying for all of tho Aberdeen pipeline's lnspactlon costs end 
operation and maintenanm expenses for the first five years. T i  at 137 The Ccmrnlssion finds the! 
the costs of $165,000 for pre-tax return, $23,000.00 for property taxes, and $168,000.00 for 
administrative costs are reasonable and shall be allowed The Cammission further finds that since 
these costs represent the entire pipeline, N\/VPS may not flow through :he PGA any eddtttonal 
amounts it may pay NEC for capacity above 15,000 MMBtus Further, if any ~nt r ty  other than NWPS 
uses capacity on the Aberdeen pipeline, then NWPS' rssponsihllity for the costs of Phs pipallno shall 
be reduced in proportionsts amount to the capnclty used by tlw other rntity. 

25 .  The Commission denies Commission Staffs request that NWPS be requrrsd lo  raiuncl w~ lh  
intarest any previous amounts collected pursuant to the allocation of 7O0/0 of the $588,000 00 The 
Commission finds that a rsfund is not allowed under SDCL 49-34A-25. 

CONCLUSIONS OF LAW 

1. The Commission has jurisdiction over Phis matter pursuant to SDCL Chaptars 1-26 and 49-34A, 
including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-10, 49-34A- 
11, 49-34A- I ,  49-34A-13, 49-34A-13.1, 49-34A-14, 49-34A-16, 49-34A-17, 49-34A-19, 49-34A- 
19.1, 49-348-19.2, 49-34A-20, 49-34A-21, 49-34A-22, 49-34A-23, 49-34A-25, and 49-344-26 



2. SDCL 49-34A-25 provrdes as follows. 

The commission shall permit a public irtllliy to file rate schedules contalnlng 
provisions for the automatrc adjustment of chergos for publlc utll~ty service In dtract 
relatron to changes in wholesale rates for energy dslivemd, the deliveresd costs of fuel 
used in generation of slectnc~ty, the delivered cost of gas, ad valorem taxes paid, or 
cornmrssion approved fuel Incentives The amended rattit schedules shall be filed with 
the commission on or before the effective date of the change! in costs, and 11 the 
commission determines hat  the revised rate schedule is  In error, the ccrnml%ralon 
may within ten days of raceipt thereof require by order the publlc ut~lity to file a bond 
or other secunty upon such terms and conditions as the cornmrsslon may require 
for such purposgs as contained in $5 119-34A-17 and 49-3414-22. Such rates may go 
into effect on the date of the chcnp-in,cosls subject to the above refund provwons 
Failure of the commission to enter ari'Ir-Kd,er In regard thereto shall be defem~d 
approval. The public ut~lity may appeal such ord?Wpursumt to end In accordance wrth 
3 49-34A-62. 

l, 

3. The Commission finds that the allocation of 70% of $508,000 00 to NWPS' fuel clause 1s 
unmasonable and not allowad under SDCL 49-34A-25. NWPS has farlad lo prove that 70% of !he 
$588,000 allocated to ~t is a rscoverable PGA cost. See Flndrng of Fact 21 

4. The Commiss~on finds that rt will allow MWPS to flow through the PGA the costs assacmted with 
tha Abardeen p~psline NWPS stated that it was eutii'l@d to all of the capacrdy on the pipal~na Tr 
at 43, 57, 93 The Cornmisslan fmds that the costs of $365,000 for prs-tax return, %23,300 00 for 
property taxes, and $48,000 00 for admlnrstrat~ve cosis are reasonable and shall be allowed Y t,e 
Commission furthor finds that since theso costs represen! the entifa prpelrns, NWPS may not flow 
through the PGA any additional amourits it may pay NEC lor capacity above 15,000 MMBtus 
Furlher, if any entity other than NWPS uses capacity on the Aberdaen plpollno, thon NWPS' 
essponsib~lrtgr for the costs of the prpeline shall be reduced in propcrtionate amount to the aprilcrty 
used by the other entlty 

5. The Comm~ssion fmds ~t IS unable to order PJWPS to refund with Intarest any gravlous amounts 
collect& pursuant to the allocatron of 70% of the $588.000 00. The Commission finds that e r e f ~ ~ n d  
is not allowed under SDCL 49-34A-25 based on the language that states that "[flailijre, c?f the 
commission to enter an order in regard thereto shall ba deemed approval " 

It is thorefore 

ORDERED, tho: NWPS shall remove from ~ t s  PGA the portion of the $588,090 for crapaclty 
costs from PING which NWPS has placed in its PGA. 

NOTICE OF ENTRY OF ORDER 

r /  PLEASE TAKF. NOTICE that this Ovhr was duly entered on the $7 " dsy of April, 2000 
Pursuant to SDCL 1-26-32, this Order will take effect 10 days after Pha date of receipt or feilurs to 
accapt delivery of the decision by the parties. 



d 
Dated st Pierre. South Dakota, this 2' 7 day of April. 2000 

CERTIFICATE OF SERVICE 
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Date 
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(OFFICIAL SEAL) 

BY ORDER OF THE COMf\AISSION: 

>. 

-'\ 

LA* SCHOENFELDER. Commissioner. 
dissenting ' - 



Dissent of Commissioner Schoenfelder 

Even though we deal with complex issues and dockets on a dally basis, th~s docket was 
more difficult than most. Northwestern Public Service (NWPS), which IS regulated, jolnad wth 
unregulated affiliates No~thvvestem Energy Corporation (NEC) and Nekota Resources, 
Incorporated (Nekota) to increase pipeline capacity. The increased capac~ty came from Northern 
Natural Gas (NNG), and from Northern Border P~peline Company via the Nekota Pipellne NEC 
negotiated with NNG on NWPS contractual matten, while Nekota, a subsidiay of NEC, built a 
pipeline which provided capacity for MWPS. All of this took place over three years ago. Th~s 
already complex matter was further complicated when the record was limited to testimony 
brought to the table on the day of hearing and several late-filed exhibits. 

The majcrri!y made thewdecision in spite of an undeveloped record that left too many 
questions unanswered. The majority deckion may even be one with which I could agree if there 
were enough facts to support it. ~ o n v e n e l ~ , ' ; ~ t r \ ~  took steps in 1996 to alleviate a system 
capacity shortage and eliminate an onerous NNG contractual clause. NWPS believes this was 
done in a creative and cost-effective manner. The majority's decision could effectively penalize 
NW@S for lowering customer gas costs. Again, the record doesnot offer enough support for this 
conclusion. 

I am deeply disturbed that it is now necessary to address this issue. The Nekota Pipeline 
was built cver three years ago. The NNG contract was changed over three years ago. The 
ccsts have since been included in the purchased gas adjustment (PGA) clause, unnot~ced by 
staff. Staff should have certainly noticed this major new PGA cost item long before !he rate car? 
was filed. 

NWPS may not be obligated to inform staff when this type of change occurs, but maybe 
they shw~ld. NWPS made it clear at the hearing that the project was an extremely significant 
capacity addition Does NWPS believe major transactions should not receive scrutiny at the 
outset? If if was such a good deal NWPS should be willing to support it before ratepayers are 
asked to pay. NWPS and staff need to address their individual actions, and maybe the first step 
far both is by improvement in communication. 
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Mr. Alan D. Dietrich Mr. Thomas P. Hitchcock 
Vice Pr'esidenL Legal Administration hecutive Vice President 
Northwestern Corporation Northwestern Energy Corporation 
125 S. Dakota Avenue, ~u$e~l-%00, 33 Third Street S.E. 
Siou Falls, SD 571041-6403 ' Huron, SD 57353 

Ms. Susan Anderson Eachman 
Attorney at Law 
Northwestern Corporation 
125 S. Dakota Avenue, Suite 'I 100 
Sioux Fal!s, SD 571 O4-6403 

Re: 3n the Matter of the Appiication of NorthWestem 
Public Service for Authority to Increase Rates 
for Natural Gas Service 
Docket NG99-002 

Dear Folks: 

Enclosed each ~f you wi!l find a siopy of Motion to Cornpef NorthWesten7 Pubiic 
Service to Comply with Commission Order in the above captioned matter. This is 
intend& as service upon you by mail. 

Very truly yours, 

Karen E. Cremer 
Staff Attorney 

KEC:dk 
Enc. 



On April 27, 2000, the South Dakota Public Utilities Commission entered its 
Findings of Fact and Conclusions of Law; Notice of Entry of Order in Docket NG99-002 
which dealt with NorthWesteZ Public Service's (NWPS) recovery of costs incurred as a 
result of purchasing capacity on a wel ine owned by Nekata, a direct subsidiary of 
NorthWestern Energy Corporation w h h +  a non-reguiated marketing arm of 
Nr~rthWestem Public Service, On May 4, 2000, NWW filed their first PGA subsequent to 
the Commission's decision. \ ', 

Since the filing of the May 4, 2000, FGA, Commissi~n Staff and representatives of 
N'WPS have held discussions on whether the filed PGA complies with the Commission's 
order. It is Csmmission Staffs position that PIWPS' PGA filing does not comply with the 
Commission's April 27, 2000, order in two instances. First, in its Nlay 4, 2000, PGA 
comp!iance filing, NWPS included "$42,918 in actual 1999 property taxes associated w:+r 
the IVekota pipeline. . ." in direct violation of Conclusion of Law 4. Attachment A (fiied 
CONFIDENTIAL). Second, NWPS used the proportion of actual voiumetric capacity 
released to total physical capacity of the pipeline as compared to ~~apacity released tc 
capacity utilized by NVLPS. Again Commission Staffs position is that this violates 
Conclusion of Caw 4. 

N W S  Is igmring the Commission's directive found in Findings of Fact 14. and 24 
which state as follows: 

14. NWPS claimed the following costs of $824,000.00 associated with the 
Aberdesn pipeline: (1 ) $588,000.00 - capacity costs paid to NNG for firm 
transportation and deferred delivery service; (2) $165,000.00 - pre-tax 
return on Aberdeen pipeline; (3) $23,000.00 - property taxes on Aberdeen 
pipeline; (4) $48,000.00 - administrative costs for regulatory review, 
balancing, nominations, and procurement on NBPL. Exhibit 3. NWPS then 
assigned 70% of the costs to NWPS and 30% to NEC. lo'. This assignment 
was b a d  on a total assigned firm capacity of 21,500 MFdBtus with 15,000 , . 

assigned to NWPS and 6,500 to NEC. Id. NWPS then flowed 70% of the 
$824,000.00 through the PGA. Exhibit 5. 

24. The Commission finds that it will allow NWPS to flow through the PGA 
the costs associated with the Aberdeen pipeline. NWPS stated that it was 
entitled to all of the capacity on the pipeline. Tr. at 43, 57, 93. In addition, 



NWPS is paying for all of the Aberdeen pipeline's inspection costs and 
operation and maintenance expenses for the first five years. Tr, at 137. The 
Commission finds that the costs of $465,000 for pre-tax return, $23,000.00 
for property taxes, and $48,000.00 for administrative costs are reasonable 
and shall be allowed. The Commission further finds that since these costs 
represent the entire pipeline, PdWPS may not flow through the PGA any 
additional amounts it may pay NEC for capacity above 15,000 MMBtus. 
Further, if any entity other than NWPS uses capacity on the Aberdeen 
pipeline, then NWPS' responsibility for the costs of the pipeline shall be 
reduced in proportionate amount to the capacity used by the other entity. 

. 
NWPS is further ignGng the-directive in Conclusion of Law 4 which states as 

'* 

follows: -.- . 
"--\ , 

4. The Commission finds that it will aliow NWPS taflow through the PGA 
the costs associated with the Aberdeen pipeline. NWPS stated that it ~ v a s  
entitled to all of the capacity on the pipeline. Tr. at 43, 57, 93. The 
Commission finds that the costs of $1 65,000 for pre-tax return, $23,000 for 
property taxes and $48,000 for adn?inistrative costs are reason;abbe and 
should be allowed. The Commission further finds that since these costs 
represent the entire pipeline, NWPS may not flow through the PGA any 
additional amounts it may pay NEC for capacity above 45,000 MMBtus. 
Further, if any entity other than NWPS uses capacity on the Aberdeen 
pipeline, then NWPS' responsibility for the costs of the pipeline shall be 
reduced in proportionate amount to the capacity used by the other entity. 

In other words, the Commission ordered NWPS to pass $23,000 of property tax 
through the PGA but instead, NWPS has passed $42,918 through the PGA. Further, 
NWPS used Ihe proportion of capacity released based on total physical capccity ir~stead 
of actual capacity utilized. Both actions are contrary to the decision of the Commission. 

WHEREFORE, Commission Staff requests that the Commission enter an order 
declaring: 

I. that NWPS is not complying with the Findings of Fact and Conclusions of Law dated 
April 27, 2000; 

2. that such noncompliance is an intentional violation of SDCL 49-344-9, 49-3-44-1 2 and 
49-34/4-24 ; 

3. that NWPS must comply with the Commission's order dated April 27, 2000; and 



4. for such other and further relief as the Commission may deem appropriate under the 
circumstances. 

Dated this 8th day of ,June, 2000. 

# a h  E. Cremer 
.. .. - Staff Attorney -- South Dakota Public Utilities Commission 

-------4C o 0 0 e s t  Capitol 

Pierre, SD 57501 
Telephone 605-c73-3201 \ 
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I hereby certify that copies of Motion to Compel NorthWestern Public Service to 
Comply with Commission Order were served on h e  following by mailing the same to them 
by United States Posi O f k e  First Class Mail, postage thereon prepaid, at the addrcxi 
shown below on this the 8th day of June, 2000. 

Mr. A!an D. Dietrich Mr. Thomas P. Hitchcock 
'\/ice? President - Legal Administration Executive Vice Presideni 
Northwestern Corporation NorthWestern Energy Corporation 
125 S. Dakota Avenue, Suite 11 00 33 Third Street S.E. 
Sioux Falls, SD 571046403 Huron, SD 57350 

Ms. Susan Andsrson Bachman 
P.tiorney at Law 
Northwestern Corporation 
125 S. Dakota Avenue, Suite 11 00 
Sioux Falls, SD 571 04-6403 

  at en E. Cremer 
Staff Attorney 
South Dakota Public Utilities Commission 
500 East Capitol 
Pierre, SD 57501 
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C O R P O R A T I O N  

June 22,2000 E 

Mr. William Bullard, Jr,, 
JUN 2 5 2228 

Executive Director \-\.- SOUTH DAKOTA PUBLIC 
South Dakota Public Utilities Cornrn~ssian__ L ~ , I T I ' E S  COMMIS~IO 
500 E. Capitol 
Pierre, SD 57501 \ ', 

Re: In the Matter of the  Application of Northwestern 
Public Serarice for Authority to Increase Rates 
For Natural Gas Service 
Docket No. NG99-002 

Dear Mr. Builard: 

Enciosed are the original and tec copies of the Response to Motion lo Compel 
and Request for Clarification in the above referenced matter. This is intended as 
service rlpon you 5y mail. 

U&mw 
Anderson Baehrnan 

$ice President - Legal Services 

Enclosvres 



---1 
On June 9, 2000, Northwestern Public Service, a division of Northwestern 

Coporation (NPS), received a Motion to Chpe lpy  the South Dakota Public Utilities 
Commission (Commission) to comply with Gornrn~ssi~n Brder NG99-002 dated April 
27, 2000. NPS, for its Resp~nse to the Motion to Comp& states and alleges the 
foSiowing: 

in its May 2, 2000 Purchase Gas Adjustmefit (PGA) filing, NPS incicrded 
$42,918 for the actual 1999 property taxes associated with the Aberdwn 
pipeline. 

NPS filed its PGA for May 2000 to include !he 1999 actual property tax 
assessment pursuant to SDCI, 49-34A-25 and to be consistent with FJPS's 
Natural Gas Adjustment Clause Rates Tariff, Revised Sheet Ns 9b and 9.1 
which a l l~ws *[a]l! ad valorem taxes accrued arid adjusted for actual tax 
paymentsn. 

NPS specifimlfy noted this adjustment For 1999 actual taxes assessed 
versus the $25,0100 (which was based on 1998 actual property tax 
assessments) in its explanation letter submitted to the Commission with its 
May 2, 2000 PGA filing. 

Subsequent to PIPS'S May 2000 PGA filing, NPS and Cornmissiori Staff had 
edensive conversations. Commission Staff's posiiion is that since the 
Commission Order in Docket MG99-002 listed $23,000 for property taxes 
the adjustment for property taxes for flow through the PGA should be . - 

$23,000. 

Ln the spirit of cooperation with :he Commission, NPS included the $23,000 
in actual 9 998 assessed property taxes in its June 2000 PGA filing. Thus, in 
its June 2000 PGA filing and in all future PGP, filings, NPS wit1 include the 
$23,000 amount for property tax treatment pursuant to the Commission 
Order in Docket NG99-002. 



6. Therefore, NPS denies that it has failed to comply with the Commission 
Order in Docket NG99-002, Conclusion of Law No. 4, with respect to the 
flow through of property taxes associated with the Aberdeen pipeline. 

7. NPS respectfully requests the Commission to clarify whether NPS should 
include the amount of $23,000 in its future PGA filings or include the actual 
amount of property taxes assessed as per SDCL 49-34-25 and consistent 
with NPS's Natural Gas Adjustment Clause Rates Tariff. 

-- 
. . , 
-1 

~ERMIINATBON OF AQP~DPWIATE CREDIT 
\ \  

8. Commission Staff also alleges that NPS violated the Commission Order in 
Docket MG99-002 because NPS used the actual volumetric capacity 
released to total physical capacity of the Aberdeen pipeline as compared to 
capacity released to capacity utilized by NPS. 

9. NPS states that the Commission Order in Docket NG99-002 is clear 
regarding the determination of the appropriate credit to NPS cost 
responsibility of the Aberdeen pipeline when any other entity other than 
NPS uses capcity on the Aberdeen pipeline. Therefore, NPS submits that 
it is not in violation of Commission Order NG99-002 with respect to this 
!sue. 

50- in Conciusisn of Law No. 4 of the Commission Cider in NG99-002, the 
Cornmjssion acknowledges that NPS is entitled to all the capacity on the 
bbxdeer! pipeline and that NPS is responsible for all of the costs 
associated with the Aberdeen pipeline. Thus, NPS is the only party with 
firm entitlemen: rights on the Aberdeen pipeline. All olher shippers that may 
Lise the Aberdeen pipeline have interruptible status. 

4 1. The Commission Order and record in Docket NG99-002 reflect the annual 
costs associated with the Aberdeen pipeline allowed by the Commission are 
$236,000 with a pipeline capacity of 24,000 Dekatherms per day (Transcript 
of Contested Case, October 20, 1999, page 40). 

12. The industry standard and accepted practice and accepted FERC 
preference for calculating interruptible pipeline rates is based on 100°/~ load 
factor derivation of the firm rate. For example, if an interruptible shipper on 
a pipeline uses an average of 10% of a pipeline's daily capacity, that 



shipper would be responsible for a proportionate 10% share of the pipeline's 
annual costs. 

NPS applied this industry standard methodology for the development of the 
appropriate credit to be applied against total allowed PGA costs associated 
with the Aberdeen pipeline. 

With regard to the Aberdeen pipeline, the interruptible rate is calculated as 
follows: $236,000 annual cost divided by 24,000 Dekatherms per day 
capacity divided by365 day? per year equals $0.026941 per Dekatherm. 

Commission Staff's interpretation ofCommission Order NG99-002 
completely disregards industry standards and qcepted practice for cost 
allocation and rate design. Commission Staff's interpretation ignores the 
basic premise that pipelines are designed, sized and built to meet peak day 
capacity needs. If pipeline rates were designed solely on actual capacity 
utilized, rates would be lower in the winter season (due to higher heating 
use) and higher during the off-peak months (due to lower heating use). 

If Commission Staff's interpretation of Commission Order NG99-002 
pertaining to this issue stands, other entities may be driven away from using 
the Aberdeen pipeline during off-peak periods because of other cost- 
effective alterriatives from other pipeiines that serve Aberdeen. For 
example, the maximum off-peak interruptible rate for Northern Natural Gas 
Company's pipeline is currently a lower cost alternative to that of 
Commission Staff's interpretation of rate structure. This would eliminate any 
credits to be applied against total allowed PGA costs associated with the 
Aberdeen pipeline that ultimately pass through to NPS customers. 

The methodology utilizsd by NPS for the development of the appropriate 
credit to he applied against total allowed PGA costs associated with the 
Aberdeen pipeline is not contrary to the Commission's decision in 
Conclusion of Law No. 4 in the Commission Order in NG99-002. Therefore, 
NPS denies that it has failed to comply with such Order regarding this issue. 

NPS respectfully requests the Commission to clarify the determination of the 
appropriate calculation of credit for capacity used on the Aberdeen pipeline 
by other entities according to industry standards and accepted industry 
practices for NPS and Commission Staff. 

WHEREFORE, NPS requests that the Commission enter an Order declaring: 

1. that NPS is complying with the Findings of Fact and Conclusions of Law of 
the Commission's Order darted April 27, 2000; 



that NPS is not intentionally violating SDCL 49-34A-9, 49-34A-12 and 49- 
34A-2 1 ; 

that the Commission clarify whether NPS should include the amount of 
$23,000 in its future PGA filings or include the actual amount of property 
taxes assessed as per SDCL 49-34A-25 and consistent with NPS's Natural 
Gas Adjustm'ent Glause Rates Tariff; . 
that the Commission clarify the deiacmination of the appropriate calculation 
of credit for capacity used on the Aberdeen pipeline by other entities 
according to industry standards and accepted iNustry practice; and 

for such other and further relief as the Commission may deem appropriate 
under the circumstances. 

Dated this 22nd day of June, 2000. 

 he President - Legai Services 
NorthWestern Public Service 
125 South Dakota Avenue 
Sioux Falls, SD 57104 
(605) 978-291 4 

CERTIFICATE OF SERVICE 

y that copies 04 the Response to Motion Po Comply with 
Commission Order and Request for Clarification were sewed on the following by 
rnaI!ing the same to the South Dakota Public Utilfiss Commission by Ur~iteal Slates 
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en this 22nd day of June, 2000. 

Mr. William Bullard, Jr. 
Executive Director 
South Dakota Public Utilities Commission 
500 East Capitol 
Pierre, SD 57501 

NorthWestern Public Service 
125 South Dakota Avenue 
Sioux Falls, SD 571 04 
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November 20,2000 ---. . 

Mr. M7i!!iam Bullasd, Jr. 
Executive Director 
South Dakota Putslic Utilities Commission 
500 East Capitol 
Pierre, SG 57501 

RE: In the Matter of the Application of Northwestern 
Public Service for Authority to Increase Rates 
For Natural Gas Service 
Docket No. NG99-002 

Dear Mr. Bullard:, 

Enclosed are the original and ten copies of the Memorandum of NorthWestcrn Public Service 
Concerning Status of Nekota Resources, Inc. Pipeline in the above referenced matter. This is 
intended zs service upon you by mail. 

Sincerely, 

$usan Anderson Bachrnan 
Vice President - Legal Services 

Enclosures 
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On October 3 1 .  1996. SorthWestcn~ formed Nekota Resources, Inc. ("Nekota") as 3 

South Dakota corporation and as a ~vholly-owned subsidiary of NEC. (TR 55). The purposes 
of formation of Nekota announced in its Articles of Incorpontion tiled with the South Dakota 
Secretary of State included the "operation of facilities for the supply and delivery of cnergy." 
(TR 30-3 1).  Thus, while NEC was created to sell energy to end-use customers. Nekota was 
formed to be the owner okne rgy  supply and delivery facilities. Its role was "to get 
competitively-priced pipeline capac* to meet the needs" of XonhWestern's residential and 
business customers. (TR14). '-.. 

.As explained by Thomas Hitchcock at the hearing>NorthWestern built the Nekota 
pipeline because it was unable to obtain, through negotiations with Northern Natunl Gas 
Company ("Northern"), capacity for the Aberdeen area on a basis comparable to that which it 
could receive through construction of the pipeline. (TR 14-43). The Nekota pipeline also 
added other tangible benefits for Northwestern and its customers. Among these is improved 
de!ivery capability on peak days (TR 19-2 1). Additionally. through negotiations with 
Northern, NEC, on behalf of Northwestern, was also able to exchange Northern field 
capacity (of little or no value) for additional firm market area capacity from Northern (Ti? 27- 
30, 3?-40) and to reassign delivery point capd,:ity at various of NorthWestern's 
interconnection points with Norihern (TR 37-38). Finally, the additional capacity that Nekota 
provided to NorthWestem assisted the retention of interruptible customer loads (TR 3940)  

B\egeaia&~ Treatment of Nekota Pipeline 

As noted above, Nekota was crcated, and the pipeline was built to be a dedicated 
delivery facility Cor NorthWestern, and when capacity was available, through Northwestern 
for WEC. As explained at the hearing, NorthWestem has contracted for 15,000 MMBtu per 
day of capacity on the Nekota pipeline but has the ability to utilize 100% of the pipeline 
capacity "on any day they need it." (TR 36.4344,  133). As explained below. the structure 
of the Corpoia~ion, NorthWestem. NEC, and Nekota entities makes it possible For the pipeline 
to remain a dedicated facility. 

Nor&\Vestern is a "public utility" as defined in SDCL 49-33A-l(12) because it is a 
"person operating, maintaining, or controlling in this state equipment or facilities for the 
purpose of providing gas or electric service to or for the public in whole or in part, in this 
state." Its rates and charges are subject to regulation by the South Dakotr! Public Utilities 
Commission (the "Commission"), pursuant to SDCL 49-34A-6. 

NEC does not operate, maintain or control equipment or facilities for gas or electric 
service, it merely contracts with end-use customers for the sale of energy and m g e s  for the 
delivery of such energy through the facilities of public utilities. Thus, NEC is not a public 
utility regulated by the Cortimission in South Dakota, but any arrangements between NEC a d  
'Northwestern may be scrutinized by the Commission, pursuant to SDCL 49-34A- 19.2. with 
any unreasonable profits by NEC disallowable. 



Under SDCL 49-34A-l(S) gas scmicc is defined as the "retail sale of natural gas . . . 
distributed through a pipeline to fifty or more customers or the sale of transportation services 
by an intrastate natural gas pipeline." Nekota owns and operates a pipeline facility. but that 
pipeline facility is not an "intrastate natural gas pipeline." SDCL 49-34A- l(9.4) dcfincs an 
"intrastate natural gas pipeline" as follows: 

"Intrastate natural gas pipeline," any natural gas pipeline located entirely within the 
state that ;&sports gas from a receipt point to one or more locations for customers 
other than the pipeline opeZrtor. However, the terms does not apply if there is only 
one customer and the customer is awholly-owned subsidiary of the pipeline operator, 
the customer is the parent company of the pipeline operator, or the customer and the 
pipeline operator are wholly-owned subsidiaries & t h e  same parent company. i;u,ither, 
the terns does not apply to natural gas lines and appurtenant facilities used to gather 
gas from natural gas production facilities or sites and move the gas to an 
interccmecting transportation pipeline system. 

Nekota is a wholly-owned subsidiary of the Corporation, through the Corporation's 
ownership of NEC. As a division of the Corporation, NorthLV'estern is s,vnonymous with the 
Corpomrion for purposes of ownership of Ye:-ota and NEC. Nekota only transports gas for its 
parent, NEC, and does not hold itself out as a common carrier or open access pipeline. If i t  

were io do so, it would jeopardize the purpose for which it was formed, i.e. to secure the right 
tc, access for 100% of its capacity for NorthWestern. To the estent NorthWestern does r?ot 
need the capaciry, i t  releases such capacity to NEC. at rates that are subject to Commission 
approval (as al%liate tr~nsactions between NEC and Northwestern). In addition, as an 
affiliate of NorthWestern, the rates for transportation on Nekota paid by NEC (and passed on 
eo XorthLx/estern throggh a contract) are subject to Commission regulation, pursuant to SDCL 
49-34X-19.2, in determining that profits made by an affiliate in the sale of services to a 
"public utility" are not unreasonable. _A~vAiuarion of Montana-Dakota Utilities Co., 275 
N.MT.2d lS9 (S.D. 1979). 

Conclusion 

This memorandum is limited to the issue of the regulatory treatment of the Nekota 
pipeline. The other issues raised in this proceeding, in the Motion :o Compel, concerning 
property tax and the transportation charges to be paid by NEC, were addressed in documents 
previously filed in this matter. 

The Nekota pipeline is not an intrastate natural gas pipeline, subject to independent 
regulation by the Commission and is not required to file rate case applications, pursuant to 
SDCL 49-34A in order to attempt to change its charges for pipeline capacity to its sole 
customer, NEC. However, any change in such charges. to the extent that Northwestern 
wishes to pass them on to its customers, would have to be supported by evidence as to 
reasonableness by Northwestern, pursuant to SDCL 49-34.4-19.2. Thus. even though Nekota 
is not independently a regulated entity. its transactions with NEC (to the extent that 



transportation services on the existing and another future pipeline are used by NonhWcstcm) 
are subject to Commission review. 

d.kr 
Respectfully submitted, this@7hr of November, 2000. 

- $usan Anderson Bachman - -- hlan D. Dietrich 
\Attorneys 

1 25S. Dakota Aveaue 
Sioux FallszB 57 1 O4-6403 
Phone (605) 978-2903 
Fax (605) 978-2840 

CERTIFICATE OF SERVICE 
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Ofice First Class M i l ,  postage thereon prepaid, at the address shown beloiv on this 2 1 3 ~  day 
cfidsvember, 2000. 

Mr. William Bullwd, 3r. 
Executive Director 
South Dakota Public Utilities Commission 
500 East Capitol 
Fierre, SD 57501 
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Attorney 
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On June 1, 1999, NorthWestern Public Service, a division of NorthWestern Corporat~on 
(NWPS), filed with the Public Utilities C$nmission (Commission) an application to increase natural 
gas rates in South Dakota. The applicatiw sought an overall increase in rates in the amount of 
$2,108,112 or approximately 6%. The comPa&equested , a change in rates to become effective 
for billings after July 1, 1999. 

'.. 
At its regulady scheduled meeting of June 22, 1999, the Commission found that pursuant to 

SDCL 49-1A-8, NWPS shall be assessed a filiilcj fee as requested by the executive director up to 
ti:% statutory limit of $100,000. The Commisslon further eslablished an intervention deadline of Jcriy 
22, 1939. Pursuani io SDCL 4934A-14, the Commission suspended the operation of the schedule 
of rates proposed by NWFS ior 90 days beyond July 1, 1999. By Order dated September 14, 1999, 
the Cornmission further extended the suspension 'hrough December 1, 1999. 

The Commission scheduled the matter for hearing on October 20-21, 1939, starting at S 10 
A.M. CDT, on October 20, 1999, in Room 413, State Capitol, Pierre, Scuth Dakola. On October IS, 
1999, Commission Staff notified the Commission thal NVJPS and Commission Staff had reached 
a settlement agreement which increased the mtes in the amount of $4,279,025. Staff requested that 
the Commission consider the setllement agreement on October 20, 1999. An issue related to 
NWPS' purchased gas adjustment (PGA) was separated from the rate mse issues and was hear!d 
at the October 20, 1999, hearing. The issue was whether NWPS was entitled to recover certarn 
costs it had placed in its PGA. On November 1, 1999, at a regularly scheduled meeting, the 
Commission appmven the settlement agreement with an effective date of December 1, 4 999. The 
PGA issue was briefed by NWPS and Commission Staff. 

At its April 13, 2000, meeting, the Commission considered the remaining PGP, issue. The 
Commission found that the portion of the $588,000 for capacity costs from Northern Natural wh~ch  
NWPS has placed in its PGA is not a recoverable cost under ihe fuel c!ause and ordered NWPS to 
=move that amount from its PGA. The Cornmission further found that the allowed pipeline cost of 
service shall be the foilowing costs listed on Exhibit 3: the pre-tax return, property taxes, and 
administrative costs of the Aberdeen pipeline. The Commission further found that Staff's request 
for an NWPS refund with interest must be denied as not allowed under SDCL 49-34A-25. 
(Commissioner Schoenfelder dissented.) 

On June 8, 2000, Commission Staff filed a Motion to Compel NorthWestern Public Service 
to Compiy with Comrnission Order. In its motion, Commission Staff stated that NWPS' May 4, 2000 
PGA filing included $42,918.00, representing actual 1999 property taxes for the kberdeen pipeline. 
Commission Staff cited to the Commission's findings of fact 14 and 24 which allowed $23,000.00 
for property taxes. See Findings of Fact and Conclusions of Law; Notice of Entry of Order, issued 
April 27, 2000 (hereafter Commission's Order). Commission Staff also stated that "NWPS used the 
proportion of actual volumetric capacity released to total physical capacity of the pipeline as 
compared to capacity released to capacity utilized by NWPS." Commission Staff stated that this was 



contrary to the Commission's Order which stated that "if any entity other than NWPS uses capac~ty 
on the Aberdeen pipeline, then NWPS' responsibility for the costs of the pipeline shall be reduced 
in proportionate amount to the capacity used by the other entity." Commission's Order, F~nding of 
Fact 24. Commission Staff requested that the Comn7issior-\ find !hat NWPS is not complying w~th 
the Commission's Order, that such noncompliance is an intent~onal violation, and order NWPS to 
comply with the Commission's Order. 

On June 26, 2000, the Commission received from NWPS a Response to Motion to Compel 
and Request for Clarification. In its response to the property tax issue, NWPS stated that it included 
!$42,918.00 in property taxes7n the May PGA because that was the pipeline's ac!ual 1999 property 
taxes. NWPS stated that after discu&?Tg the matter with Staff, NWPS included $23,000.00, which 
was the pipeline's actual 1998 property taxes,%-its June 2000 PGA filing. NWPS asked that "the 
Commission clarify whether NPS should include theXahount of $23,000.00 in its future PGA filings 
or include the adual amount of properfy taxes assessed as perSDCL 49-34A-25 and consistent with 
NPS's Natural Gas Adjustment Clause Rates Tariff." On the capacity issue, NWPS stated that since 
it is the only party with firm entitlement rights on the pipeline, all other shippers have interruptible 
status. NWPS further stated that the industry standard for calculating interruptible pipeline rates IS 

to base the rates an a 400% load factor derivation of the firm rate. 

At its August 22, 2000, meeting, the Csrnrnission considered the Motion to Compel. The 
Commissi~n requested that the parties address the ~uestion of whether the pipeline is subject to 
regulation as an intrastate natural gas pipeline. On December 6, 2000, the Commission recei ?d 
a response to this question from NVdPS, entitled Memorandum of Northwestern Public S e w m  
Concerning Status of Nekola Resources, Inc. Pipeline. 

A! its January 'i7, 2001, meeting, the Commission considered the Motion to Compel. The 
Commission has jwisdiction cvet- this matter pursuant to SDCL Chapters 4-26 and 49-%A, including 
1-26-7 8,  1-26-1 9, 49-%A-2, 49-344-3, 49-%A-4, 49-34A-6, 49-Xh-8, 4%MA-10, 49-34A-11, 49- 
34.4-12, 49-MA-13, 49344-13.1, 49-%A-14, 49-34A-16, 43-34A-17, 4431.A-19, b%34A-l9.l. 49- 
24A-19.2,49MA-20,4834k-24, 49.34A-22,4934A-23, 49-34A-25, and 49-%A-26. After listening 
to coimments by NWPS and Commission Staff, the Commission granted the Motion Po Compel in part 
and denied it in pad. With respect to Staff's issue concerning the assignment of costs, !he 
Commission denied the Motion to Compel. The Commission defined the word "proportionate" as 
w e d  in the Commission's Order as "properly related !o the characteristics of the sewice being 
rendered" or, in other words, a recognition of the fact Ihat a firm capacity right is different than an 
in:erruptible right. Thus, NWPS' jurisdictional cost of service for the Aberdeen pipeline should be 
credited f ~ r  off-system sales based upon the off-system sales being credited at a 100% load factor 
rate. With respect to Staff's issue conceming ~roperty taxes, the Commission g:a,:!s the Motion lo 
Compel. The Commission restates that it allowed $23,000.00 in property taxes, which was the 
number presented by NWPS to the Commission at the hearing. NWPS is required to comply w~th 
the Commission's Order regarding this finding. Or: the question of whether the pipeline is an 
intrastate natural gas pipeline as defined by 49-348-1(9A), the Commission decided to take that 
question under advisement. It is therefore 

ORDERED, that NWPS' jurisdictional cost of service for the Aberdeen pipelme should be 
credited for off-system sales based upon the off-system sales being credited at t: 100% load factor 
rate; and it is 

FURTHER ORDERED, that NVbrPS is required to comply with the Commission's Order and 
continue to use $23,000.00 as the amount allowed for property taxes. 
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On June 1, 1999, NorthWestem Public Service, a division of NorthWestem Corporation 
(NWPS), filed with the Public Utilities Commission (Commission) an application to increase natural 
gas rates in South Dakota. The application sought an overall increase in rates in t h e  amount of 
$2,?08,112 or approximately 6%. The Company requested a change in rates to become effective 
for billings after July 1, 1999. 

At its regulaily scheduled meeting of June 22, 1999, the Commission found that pursuant to 
SDCL 49-!A-8, NWPS shall be assessed a filing Fee as requested by tho executive director up to 
the statutory !imit of $100,000. The Commissiori fur!her established an intervention deadline of July 
22, 1999. Pursuant to SDCL 49-MA-14, the Commissicn suspended the operation of the s c h e ~ ~ l a  
of rates proposed by NWPS for 90 days beyond Juiy 1, 1999. By Order dated September 14, 1999, 
the Commission further extended the suspension through December 1, 1999. 

The Commission scheduled the matter for hearing on October 20-21, 1999, s!arting at 3:00 
A.M. CDT, on October 20, 1995, in Room 413, State Capitol, Pierre, South Dakota. On October 18, 
1 C99, Commission Staff notified the Commission that NWPS and Commission Staff had reached 
a settlement agreement which increased the rates in the amount of $1,279,025. Staff requested that 
the Commission consider the settlement agreemerit on October 20, 1999. An issus related to 
NWPS' purchased gas adjustment (PGA) was separated from the rate case issues and was head 
at the October 20, 1999, hearing. The issue was whether NVdPS was entitled to recover certain 
costs it had placed in its PGA. On November 1, 1999, at a regularly scheduled meeting, the 
Commission approved the settlement agreement with an effective date of December 1, 1999. The 
PGA issue was briefed by NWPS and Commission Staff. 

At its April 13, 2000, meeting, the Commission considered the remaining FGA issue. The 
Commission found that the portion of the $588,000 for capacity costs trom Norlhern Natural which 
NWPS h2s placed in its PGA is not a recoverable cost under the fuel clause and ordered NWPS to 
remove that amount from its PGA. The Commission further found that the allowed pipeline cost of 
service shall be the following costs listed on Exhibit 3: the pre-tax return, property taxes, and 
administratwe costs af the Aberdeen pipeline. The Commission further fctund that S'iaff s requesj 
for an NWPS refund with interest must be denied as not allowed under SDCL 49-34A-25 . ,  
(Commissioner Schoenfelder dissented.) 

On June 8, 2000, Commission Staff filed a Motion to Compel NorthWestem Public Service 
to Comply with Commission Order. In its motion, Commission Staff stated that NWPS' May 4, 2000 
PGA filing included $42,918.00, representing actual 1999 property taxes for the Abercieen pipeline. 
Commission Staff cited to the Commission's findings of fact 14 and 24 which allowed $23,000.00 
for property taxes. See Findings of Fact and Conclusions of Law; Notice of Entry of Order, ~ssued 
April 27, 2000 (hereafter Commission's Order). Commission Staff atso stated that "NWPS used the 
proportion of actual volumetric capacity released to total physical capacrQ of the pipelme as 



compared to capacity released to capacity utilized by NWPS." Commission Staff stated that l h s  was 
contrary to the Commission's Order which stated that "if any entity other than NWPS usas capac~ty 
on the Aberdeen pipeline, then NWPS' responsibility for the costs of Ihe pipeline shall be reduced 
in proportionate amount to the capacity used by the other entity." Commission's Order, Find~ng of 
Fad 24. Commission Staff requested that the Commission find that NWPS is not complying w~th 
the Commission's Order, that such noncomp!iance is an intentional violat~on, and order NWPS to 
comply with the Commission's Order. 

On June 26, 2000, the Commission received from NWPS a Response to Motion to Compel 
and Request for Clarification. In its response to the property tax issue, NWPS stated that it ~ncluded 
$42,918.00 in property taxes in the May PGA because that was the pipeline's actual 1999 property 
taxes. NWPS stated that after discussing !he matter with Staff, NWPS included $23,000.00, which 
was the pipeline's actual 1998 property taxes, in its June 2000 PGA filing. NWPS asked that "the 
Comrnisslon clarify whether WPS should include the amount of $23,000.00 in its future PGA fdings 
or induds the aciual amount of prop* taxes assessed as per SW=L 49-34A-25 and consisterit with 
PIPS'S Naiural Gas Adjustment Clause Rates Tariff." On the ccapacity issue, NWPS stated that srnce 
it is the only party with finn entitlement rights on the pipeline, all other shippers have interrupt~ble 
status. NWPS further stated that the industry standard for calculating interruptible pipeline rates IS 

to base the rates on a 10.0% load factor derivation of the firm rate. 

At its August 22, 2000, meeting, the Commission considered the Motion to Compel. The 
Commission requested that the parties address Ihc qucstion of whether the pipoline is subjectto 
regulation as an inirastate natural gas pipeline. On December 6, 2000, the Commission received 
a response to this question from NWPS, entitled Memorandum of Northwestern Public Semi 3 

Concerning Status of Nekota Reso~irces, Inc. Pipeline. 

A: its January 17, 2001, meeting, the Commission considered the Motion to Compel. After 
listening to cornments by NVVPS and Commission Staff, the Commission granted the Motion to 
Compel in part and denied it in part. With respect to Staff's issue concerning the assignment cf 
costs, the Commission denied the Motion to Compel. The Commission defined the word 
"p~pori;-ona!e" as used in the Commission's Order as "properly related to the characteristics ofthe 
sewice being rendered" or, in other words, a recognition of the fact that a firm capacity right is 
different than an interruptible right. Thus, NWPS' jurisdictional cost of service for the Aberdeen 
pipeline should be credited for off-system sales based upon the off-system sales being credited at 
a 100% load factor rate. With respect to Staffs issue concerning property taxes, the Comrnission 
granted the Motion to Compel. The Commission restated that it allowed $23,000.00 in property 
taxes, which was the number presented by NWPS to the Commission at the hearing. NWPS was 
required to comply with the Commission's Order regarding this finding. On the question of whether 
the pipeline is an intrastate natural gas pipaiine as deficed by SDCL 49-34A-1(9A), the Commission 
decided to take that question under advisenwnt. 

At its May 8, 2001, meeting, the Cornn:ission considered whether the Aberdmn pipeline is 
en intrastate natural gas pipeline as defined by SDCL 49-34A-1(9A). The Comrnisslon has 
jurisdiction over this matter pursuant to SBCL Chapters 1-26 and 49-34A, specifically 49-34A-1. The 
Commission voted to find the Aberdeen pipeline is not an intrastate natural gas pipeline as defined 
by SDCL 49-34A-l(9A). This statute provides as follows: 

[Alny natural gas pipeline located entirely within the state that transports gas from a 
receipt point to one or more locations for customers other than the pipeline operator. 
However, the term does not apply if there is only one customer and the customer is 
a wholly-owned subsidiary of the pipeline operator, the customer is the parent 



company of the pipeline operator, or the customer and the p~pellne operator are 
wholly-awned subsidiaries of the same parent company. Further, the term does not 
apply to natural gas lines and appurtenant facilities used to gather gas from natural 
gas production facilities or sites and move the gas to an interconnecting 
transportation pipeline system[.] 

The Aberdeen pipehe, owned and operated by Nekota Resources, Inc. (Nekota), transports gas 
solely for NEC, a subsidiary of Northwestern Corporation. blekota is also a subsidiary of 
NorthWestem Corporation. Thus, the pipeline falls wilnin the exception found in the second 
sentence of the definition. 

At its May 8, 2001, meeting, the Commission also voted to require Nekota to inform t h e  
Commission if the way i t  currently operates the Aberdeen pipeline changes in !he f~:ure. 

It is therefore 

ORDERED, that the Aberdeen pipeline is not an intrastate natural gas p~pel~ne as defined 
by SDCL 49-34A-l(9A); and it is 

FURTHER ORDERED, that Nekota shall inform the Commiss~on ~f :he way 11 currently 
operates the Aberdeen pipeline chznges in the ?~ture. 

@u Dated at Pierre, South Dakota, this / I day of May, 2001. 
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